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ARCADI A, CALI FORNI A; THURSDAY, FEBRUARY 17, 2005

9:00 A M

CHAIR HARRIS: | think I"mgoing to initially
open the neeting. This is the regular neeting of the
California Horse Racing Board on February 17, 2005,
at the Arcadia City Hall. W will now adjourn into
executive session, and we'll recomence the regular
nmeeti ng about 9: 30.

(The Board neets in Executive Session:

9:01 - 9:54 A M)
(Board neeting reconvenes: 10:00 A M)

CHAIR HARRIS: We'd |ike to reconvene the
meeting. Please nove in so we can get started today.
I'd like to go ahead. Yeah.

EXECUTI VE DI RECTOR FERM N: Ladi es and
gentlenmen, will the neeting cone to order, please.
This is a regular neeting of the California Horse
Raci ng Board on Thursday, February the 17th, 2005, at
the Arcadia City Council Chanbers at 240 West
Hunti ngton Drive, Arcadia, California.

Present at today's neeting are
Chai rman John Harris, Vice-Chairman WIIliam Bi anco
Conmi ssi oner Sheryl Granzella, Commi ssioner Marie

Moretti, Conmi ssioner Jerry Mss, Conm ssioner
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Ri chard Shapiro, and Commi ssi oner John Sperry.
Before we go on to the business of the
nmeeting, I'd |like to ask everyone to please state
your name and organi zation clearly for the court
reporter.
M. Chairman?

CHAIR HARRIS: 1'd like to welcome everyone to
the neeting. W have a very busy agenda today. And
I'd appreciate everyone's participation and brevity,
if possible. The first itemis the discussion and
action by the Board on application for license to
conduct a horse racing neeting of Churchill Downs
California Company from April 20 through July 17.

Someone to present that?

MR M NAM: Roy Mnan, Horse Racing Board
staff. This is an application --

CHAI R HARRI S:  Roy?

EXECUTI VE DI RECTOR FERM N:  Excuse ne.

CHAIR HARRIS: Yeah. Be a little sedate, in
t he back, com ng in.

MR MNAM: This is an application for -- to
conduct a horse racing neeting of Churchill Downs
California Conpany at Hol | ywood Park.

EXECUTI VE DI RECTOR FERM N:  Excuse ne. Could

we pl ease have silence as you're coning in, please
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Thank you.

MR. M NAM: The Association plans to run
their neet fromApril 20 through July 17, 64 race
days, which is one day |less than 2004. There will be
racing five days a week. First post, 1:20 daily and
7:00 PM -- 7:05 P.M on Fridays.

We still need some information. The
horsenen's agreenent, as | understand it, has been --
has been made. They do have an agreement; however,
the staff has not yet received the -- the signed
agreenent. Their fire clearance is duly conducted
during the neet itself.

And ny understanding is their
wor kman' s conpensati on i nsurance expires March of
this year. And |I've been assured by Hol | ywood Park
that staff will receive their renewed insurance
policy when they get it.

I"d also like to point out that, in ny
di scussions with Holl ywood Park, they've indicated
that, should the TCO2 regul ati ons are not yet
codified by the Horse Racing Board, that they will
continue the TCO2 testing as well as the enhanced
surveill ance

The staff recomrends that the Board

approve the application, conditioned upon receiving
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the additional information.

CHAIR HARRIS: On these -- do we have a
financial statement fromthe LLC that is substantial?

MR. REAGAN: No, we do not. W have financia
statements for the Churchill Downs Conpany, and we
have footnotes that apply to the California functions
and operations. But we do not have a specific
financial statement for this.

The anmendnents we nade to the |icense
application, that were done last nonth and will be in
pl ace shortly or sonetime in the future, will require
a financial statenent for the |licensee itself but not
at this particular nmoment.

CHAIR HARRIS: Yeah. | think we really should
require that the parent conpany guarantee all the
obligations of the LLC as part of the agreenent. |
nmean, effectively, they do anyway, probably. But it
shoul d be formalized where it's perfectly clear that
the LLC is guaranteed by the Churchill Downs Conpany.
I don't think that would be objectionable to
Hol | ywood Par k.

Any other -- sone issues on this
application?

COWM SSI ONER SHAPI RO:  Yes. | have a nunber

of questions I'd like to ask Hol | ywood Park,
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pl ease -- Churchill Downs.

I'"'mglad that Roy just said that
you're going to continue the TCO2 testing. 1'd also
like to know if that includes that, if any trainers
are in the detention barn at Santa Anita at the tine
that the neets change over, will you have a detention
bar n?

W Il you honor any of the penalties
that were inposed by the comrittee that is currently
in place? And will you also be utilizing that
committee for nonitoring TCO2 violations?

MR. BAEDEKER: We certainly will have the
detention barn. We will -- we haven't utilized the
conmittee that's in place at Santa Anita. W're
happy to do that. W're really happy to do the
entire programthat's in place now or any additiona
part of that that m ght be requested of us -- so not
98 percent conpliance but a hundred percent.

COW SSI ONER SHAPI RO: Ckay.

MR. BAEDEKER: Now, whether or not,
Commi ssi oner, because the |egal basis for this is --
is contractual between the trainer and the racetrack
on a private-property basis, whether or not that
obligation of a trainer to Santa Anita then can be

transferred over or continued to Hol | ywood Park, |
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woul d just have to get a |egal opinion on that.
But if it can be, we will do that.
CHAIR HARRIS: You know, | think it nmay have
to be a new agreenent. But you have to see
MR. BAEDEKER: Ri ght.

CHAIR HARRIS: But even if a trainer is at

Santa Anita, he's basically -- Hollywood Park's
paying for his stalls. So you still have control,
guess.

COW SSI ONER SHAPIRO:  Well, | think it's

i mportant that, if sonebody on the |ast week of the
Santa Anita nmeet comes up with a positive and he's
required to go into the detention barn for 30 days or
nore, whatever the committee establishes, | think it
woul d be critical that Hollywod Park woul d honor
that policy -- and | understand it's a policy.

And | woul d hope that you will
continue with the sane structure and the sane people
on the committee. They're doing a terrific job. And
| think that there's continuity.

MR. BAEDEKER: We'd be happy to do that. And
we will do our best to continue the program unless
there's some | egal obstacle. |If there is, we'll get
back to the Board and tal k about it.

By the way, | don't think | identified
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mysel f: Ri ck Baedeker, Hollywood Park.

COW SSI ONER SHAPI RO On ot her questions that
| have -- after your Fall, 2004, neeting, there were
certain deficiencies that were identified and
provi ded to you. Can you address how those issues
have been resol ved?

MR, BAEDEKER: We did supply, to the Horse
Raci ng Board staff, on February 8, a response to al
of those things. | can go through themif you'd
i ke. Excuse me.

The -- we have subnitted a security
plan that | believe is acceptable to staff that
addresses any of the shortconings that were noted at
the end of our fall nmeet. That is included in what
we' ve provided.

There was an issue of using a -- a
camera tower on the three-eighths turn that hasn't
been used for many years. The stewards have
requested that we use that. So that, in fact, wll
be used agai n.

There was an issue of the review of
films by the jockeys each day. And, again, we found
this out after the nmeet. There was a problemwith
staffing -- their having the right person there to

review those tapes with the jocks.

10
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We' ve been working with the Executive
Director on getting the right person for that role.
But, yes, that will be done. And what el se was on
the list of particulars?

I think we covered -- | know that
we' ve covered everything that was on that --

COWM SSI ONER SHAPI RO: Okay.

MR. BAEDEKER: -- on that |ist.

COWM SSI ONER SHAPI RO. As you know -- and it
was brought up at the Medication neeting yesterday --
one of the issues that we seemto have difficulty
with is knowi ng what horses are going in and out of
the barn area.

It's my understanding that the guards
that man those gates don't want to necessarily lift
the lip. And yet there is a great -- a grow ng
nunber of horses that are seen to be |leaving the
grounds and -- and com ng back. And we don't know
necessarily that the correct horse is in the van and
who they are.

Have you addressed that? And are
you -- do you have a policy in place that we know
exactly what horses are | eaving and where they're
goi ng and when they're com ng back?

MR, WYATT: Eual Watt -- excuse nme -- Eual

11
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Watt, Holl ywood Park.

I think | responded to that, at |east
in part, yesterday at the neeting, at the committee
nmeeting. We have a policy in place. W're going to
review that policy and nmake sure that it is as tight
as we can make it. W are certainly nore than
willing to work with the Board staff to expand that.

I know there was tal k yesterday about
identifying horses by tattoo -- checking tattoos.
We're certainly willing to look into that. And
think | said yesterday that that is potentially a
| ogistical nightmare. But | think, with sonme effort
and cooperation fromus and working with the Board,
we can -- we can cone to a practical solution

COW SSI ONER SHAPI RO Ckay.

On April 20 and 21, it shows that
you're going to be doing sinulcasting in advance of
your meeting. Where is the simulcasting comng fronf
Just other --

MR. BAEDEKER: Those -- those will be -- on
Wednesday, those will be races from outside the
state. On Thursday, oh, Bay Meadows wi |l be running;
so we will be presenting the Bay Meadows card plus
races fromoutside the state.

CHAIR HARRI S: Woul dn't Bay Meadows be running

12
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on Wednesday too0?

MR, BAEDEKER: Apparently that's not on their
cal endar; correct?

MR. WYATT: It's our understanding that Bay
Meadows is dark on Wednesday.

MR. BAEDEKER: We do think -- excuse ne,

Conmi ssioner -- there's been interest expressed
periodically in full-card, dark-day sinulcasting to
generate purse nonies. And we really haven't had any
data to refer to, from previ ous experience; so we are
| ooking forward to these two days to get sonme of that
data and hel p us make decisions in the future.

CHAIR HARRIS: | personally have al ways
favored that, at |east experinentally, to see
because that's a great way to generate conm ssions
Wi t hout using up horses.

COW SSI ONER SHAPIRO.  On page -- | don't know
if there's a page nunber here. At the bottom of the
page of your application -- 7 of your application,
the very |last sentence at the bottomreads: "A Pick
4 will be offered on the first four and the |ast four
races of the card. In accordance with CHRB rule" --
and it cites the rule nunber -- "we designate that
maj or share of the Pick 4 Pool be designated as zero

percent. Additionally, we will offer our patrons the

13
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option of" --
And it doesn't say what "the option

of" means. Can you tell me? | didn't understand
t hat .

CHAIR HARRI' S: \What page are you on?

MR. WYATT: | don't have that in front of ne,
but | think that refers to the option of alternate
sel ection, if and when that becones avail abl e agai n.

COW SSI ONER SHAPI RO And why is the Pick 4
Pool designated as zero percent?

MR. WYATT: The Pick 4 rule is -- is the
Pick Nrule, where there is a major and a ninor
share. The major share is what is carried over in
the Pick 6. W don't intend to offer a carryover in
the Pick 4.

COW SSI ONER SHAPI RO: Onh, okay.

MR, WYATT: So we offered it -- it designated
it a zero.

COW SSI ONER SHAPI RO Okay.

On Attachment B is a list of all of
the sinmulcasting sites. And sone of them have
asterisks. And those that have asterisks, if you
read it, say, "Qut-of-state wagering systens that
wi |l not combine their pari-nutuel pools with those

of the Association."

14
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Are those people typically that are
of fering rebates?

MR. WYATT: | don't think so. Those are -- in
the simulcasting world, there are sites that
conmingle with us, and there are noncommi ngl ed sites.
Caliente, for exanple, is a noncomrngled site.
That's is the difference. And | wouldn't
characterize those places as being primarily
rebaters.

COW SSI ONER SHAPI RO What is "LVvDC'?

MR, WYATT: "LVDC' is "Las Vegas
Di sseni nation," which handl es the book in Nevada, not
t he conmmi ngl ed pools fromthe casinos but those
pl aces that still operate as books.

COWM SSI ONER SHAPI RO And "RGS"?

MR, WYATT: "Racing Gane Services."

COW SSI ONER SHAPI RO Are any of these people
under investigation? O are any of these entities

typically offshore wagering accounts?

MR. WYATT: We have -- what -- there are four
sites, in ny recollection, that we -- that comm ngl ed
with us last fall -- recently as last fall -- that

were sonehow nanmed in the investigation that is
ongoing in New York. W have renpved those sites.

We do not, at |least at the nmonment, intend to all ow

15
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theminto our pools.
As far as any other investigations,
' m not aware.

COW SSI ONER SHAPI RO So just so |I'mclear,
everybody that's on this list, to your know edge, is
not under any investigation and is not an offshore
wagering facility?

MR, WYATT: |'mnot sure. |If you could
characterize what you nean by "offshore.”

COW SSI ONER SHAPI RO A wagering facility
where wagers are nmade, bypassing the typical channels
of takeout and -- and where people are offering

rebates on those bets because they're able to offer

rebates.

MR, WYATT: |'mnot aware of any -- any. The
sites that cone in to us are subject to -- to our
takeout. I'mnot going to characterize all of those

sites as not offering rebates because | believe sone

of '"em do
CHAIR HARRIS: Yeah. | think, clearly, sone
of these sites offer rebates. | don't think -- |

mean that's sort of a different subject.
COWM SSI ONER SHAPI RO Well, my concern is
that we -- obviously it's not in the industry's best

interest to pronote people that are not paying the

16
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comm ssions that inure to the benefit of the track

t he horsenen, and the State.

And ny concern is | don't -- | don't
know any -- you know, nost of these entities, | don't
know. And | just want to nake sure that we're not

doi ng business with people that are either under
i nvestigation or are bypassing our systens.

And |'m just |ooking for the assurance
that none of these people are.

MR, WYATT: | am-- again, | amnot --

(Sound- system noi ses.)

MR. WYATT: |Is that a lie detector?

I am not aware of any of these sites
that are listed on our application as being under
i nvestigation.

CHAIR HARRIS: Okay. | think the whole issue
of rebates is sonmething we should discuss at sone
point. | neant there's m xed opinions --

COW SSI ONER SHAPI RO Ri ght

CHAIR HARRI'S: -- on those. But | don't know
if nows the tine to look into it.

MR, COUTO  Drew Couto, Thoroughbred Owers of
California.

Churchill has been working with the

NTRA, MEC, and TOC to arrange for substantia

17
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transparency and di sclosure fromthe offshore
entities with which we have been working over the
| ast few years such that there's a proposa
currently, to which, | understand, ten of the

of fshore entities have agreed.

And that is that they will submt
pl ayer lists, confidentially, under an escrow
agreenent, to "Guliani" (phonetic) Partners in New
York as well as all the principals related to those
entities; that there will be background checks,
crim nal background checks, undertaken by G ulian
Partners.

And they will notify each of the
entities if there are any bettors through their
systemthat are concerns, and they will notify any of
the participating industry groups -- and that would
be TOC and MEC ri ght now and perhaps Churchill --
that there are high-risk players if there are
hi gh-ri sk players anong those that are |isted.

And then we will advise the offshore
entities that these players are not permtted to play
wi t hin our pools, based on the advice from G ulian
Partners. That's an agreenent right now that is
finalized, again, between the NTRA, MEC, TOC, and the

NTRA's trying to get Churchill and "NYRA" (phonetic)

18
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into that as well.

We hope to have that done within about
a week. That'll be the first tinme that anybody has
been able to sort of police the pools in that way and
have nuch nore access to it.

As M. Harris indicated, rebates are
anot her question. And it would be good to do it at
anot her neeting, probably not here.

COW SSI ONER SHAPI RO And, finally, M.
Baedeker, can you tell us? There's -- we had made a
request that the Association respond to sone of the
i ssues -- and we don't -- they're not adopted yet --
but additional changes in the application so that we
coul d have greater insight into what the plans for
this meeting are in terms of what you're
promotionally doing and to pronote the benefit of
harness -- of horse racing.

MR. BAEDEKER: Yes. W have -- we have
provided to staff, in that letter of February 8, our
conpl ete promotions plan for this spring-sumer. And
I'"mglad that you asked because, | know in this
forum a lot of times, we focus on deficiencies,
perhaps. And | think that the associations don't do
a very good job of letting the industry know what, in

fact, they are doing.

19
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The i npression sonetinmes is that
that's very little. As a matter of fact, it's not
the case. And |I'd just like to run through the
hi ghl i ghts of the neet.

For 12 years now, with the exception
of one year when we had to cancel Friday night racing
because of an energy crisis, we have offered reduced
prices on concessions -- $1 hot dogs, $1 beers, and
$1 Cokes. This is expensive to us. It costs us a
| ot of noney to do that.

We're conmmitted to it, however,
because it does draw a younger patron to the
racetrack. This year, on six of those Friday nights,
we will offer free concerts after the races. And so

it's one thing to get the relatively newconer to the

racetrack

Then the next question is, "Well, what
are you -- what are you doing to encourage themto
pl ay?"

And | know Comm ssi oner Shapiro has
mentioned it, and |'ve shared it with the other
conmi ssioners -- |last summer, in conjunction with the
"Daily Racing Form"™ we began publishing "Fast Form"
And it is a sinplified past-perfornmance,

under st andabl e upon your first visit to the track

20
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that not only has the past-performance information
but al so contains |ot of explanatory material about
how racing is conducted and sone -- it's interesting.
And, as a matter of fact --

COW SSI ONER SHAPI RO It's great

MR. BAEDEKER: -- it's a lot of fun

We al so have our "Handi capping 101"

every Friday night out there in that area where the
younger people tend to congregate. In addition
we' ve got the usual things that we've had over the
| ast few years with guaranteed Pick 6s. W'l
continue the guaranteed Pick 4, on a daily basis, at

$200, 000 and, on Saturdays, at 400, 000.

And -- granted -- that's not draw ng
new people. But | think it is -- it is appealing to
the regular player. |It's something new to | ook

forward to each day.
We've al so got a good event that "M ke
Mooney" (phonetic), our publicity director, put
together three years ago. This will be the third
year that the event has taken place. It's a
t hree-day synposium journalism synmposium conducted
with the "L. A Tinmes" and really sponsored by the
"L.A. Times."

It's conducted at Hol |l ywood Park. And

21
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journalismstudents fromaround the country -- they
qualify for the event. They conme to Hol | ywood Park.
They | earn about horse racing. They end up witing a
col um about horse racing as part of this synposium
And they hear fromdifferent panelists -- all of the
writers -- many of the witers at the "L. A Tines."
And we cul minate the course in the Jim
Murray Stakes. W have free admi ssion, offered
through the "L. A Times," for that day. And | think
it"'s a -- we're hoping that, as these journalists
become professional, that, as a matter of fact, now
they have an aptitude and an interest in
t hor oughbred -- aptitude for and an interest in
t horoughbred racing. So that -- this is the third
year of that program and it's been a good success.
We al so do a programthrough "Al an
Gutterman' s" (phonetic) marketing department that has
been very successful. It's direct mail to -- to
i ndi viduals that we've identified as "casua
players.” And it's an offer for a reduced price, a
hal f-of f cl ubhouse adnission with a free box seat.
And we've had a trenendous response to
this. He's been doing it now for, | believe, the
| ast three seasons. And generally we get about

twelve to 1,500 respondents to that pronotion.
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It's a good way to get a casual user
out to the very best part of the racetrack -- in a
box seat overlooking the finish |ine.

And then -- not to take too nmuch nore
of your tinme but I want to finish with this -- this
one new pronotion that Alan Gutternman and his team
have cone up with. And it's a real fantasy-stable
program It will be conducted the second weekend of
t he neet.

All patrons in attendance that day
will either choose a horse fromeach of the last five
races or be randonmly appointed a horse from each of
the last five races. That's yet to be determ ned.
And that will become their fantasy stable for the
neet. Every tine that that horse races, the patron
will get a point for each dollar of purse nobney
ear ned.

So, for instance, if a horse wins a
race and earns $25,000, the patron will receive
25,000 points. Put if the patron is at the racetrack
on that day, then those points will double. And if
the patron is on the racetrack on that day during
July, those points will triple.

And this is all to give the patron an

idea of what it's |like to own a racehorse. And we're
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going to throw in sone perks for these fantasy-stable
owners. Each day that they cone out to watch one of
their horses run, they'll get half off genera
adnmi ssion and cl ubhouse adnmni ssi on

At Hol | ywood Park, that's nore
significant than it sounds because we have package
pricing. So for $3.50, for instance, on the
grandstand site, that will include adm ssion,

par ki ng, and a program

Al so these patrons will have the
opportunity to go into the paddock -- escorted, of
course -- on a day that their horse is running.
They' Il get the experience of being up close and

personal not only to the beautiful thoroughbreds but
al so the jockeys and trainers and be able to
eavesdrop on that experience

They get the sanme experience at the
winner's circle. And there will also be designated
days where these fantasy-stable nenbers will be
treated to a VIP reception in the stable area during
wor kouts so that they can get, again, an up-close,
personal experience of what it's like to own a
racehorse

The patron that earns the npbst points

will receive a $20,000 prize. Total prize noney,

24



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

ri ght now, is $60,000. We're hoping, with
sponsorship, to get it up to a hundred thousand.

So it's new for this year. |'mvery
excited about it. | think it's a great idea that
Alan Gutterman and his group have conme up with. And
it's one of these things -- as opposed to giving
sonmebody a shirt or a cap, this is a pronotion where
we can get a return on this investnent, | think, for
years. We may get sone new horse players out of it.

COWM SSI ONER SHAPIRO: | think it's terrific.
And | hope it was somewhat of an outgrowth of our fan
mar keting conmittee neeting that we had. And | think
it's terrific.

W Il they also get notified by
"Virtual Stable" or sonething?

MR. BAEDEKER: They do. They'll get a
notification by E-mail that their horse is entered --

COWM SSI ONER SHAPI RO:  That's great

MR, BAEDEKER: -- on a particular day. Yeah.
And they'll also be able to go onto our web page and
track the progress of their stable, see how many
poi nts that they've got versus the other stables. It
shoul d be a lot of fun.

COW SSI ONER SHAPI RO And ny | ast question is

can you just give us an update on the turf course and
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the problens that exist in the fall neeting? Have
t hey been resolved? And what's been done?

MR. BAEDEKER: The turf -- the problens that
existed in the fall neeting were relative to the rain
and the inproper draining underlying the turf-course
surface. W have gone into -- the other problemthat
we experienced during the fall was sonme settling in
three or four areas on the turf course that -- the
jockeys indicated to us where those areas were.

We have gone in and fixed that
problem Imediately following the fall neet, we
fixed that problem Those areas have been resodded.
And the turf course -- of course, during the spring-
sumrer, because it's Bermuda, it's growi ng as opposed
to the fall, when it's dormant.

The major work on the turf course will
be begun i mediately following this spring neet. W
coul d not possibly have taken up all of the sod --
and our intention is to take up all of the grow ng
medi um -- about ten inches' worth -- go down and fix
the drai nage, and then basically put new turf course
on top of that.

We coul d not have done that in January
and with rain and expected to be ready to run on it

in April. So we don't have those issues in July. So
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as soon as this neet is over, we're going to tear out
the existing turf course, fix the drainage, and put
in the proper soil and new turf at that tine. So
cone next fall, we will have a properly draining turf
cour se.

COW SSI ONER SHAPI RO Thank you.

CHAIR HARRIS: Anything el se on Holl ywood

Par k?
EXECUTI VE DI RECTOR FERM N:  One question
CHAIR HARRI S:  Yes.
EXECUTI VE DI RECTOR FERM N: | just wanted to
ask -- | know that Dr. Bell had offered to assist

with training for the surveillance people. He'd felt
there were sonme weaknesses there. And |'m hoping
that you're going to follow through and nake an
arrangenent with himfor those -- those people.

MR. BAEDEKER: We are. That's -- that's in
the security plan. 1t has been subnmitted to staff.

EXECUTI VE DI RECTOR FERM N: The ot her thing
was does your detention barn -- the stalls that are
going to be the detention barn or designhated as
such -- do they have caneras individually in them as
well as in the shed row?

MR, WYATT: They don't at the nonent, but they

will prior to the beginning of the race neeting
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CHAIR HARRI S: Any ot her issues on Holl ywood
Par k?

(No audi bl e response.)

Can we get a notion to approve?
COWM SSI ONER SHAPI RO: So noved
COW SSI ONER MORETTI:  Second.

CHAIR HARRI'S: All in favor?
COWM SSI ONERS VO CES:  Aye.
CHAIR HARRI' S:  No?

(No audi bl e response.)

CHAIR HARRI S:  Unani nously approved.

Let's go on to Item 2 -- discussion
and action by the Board on the allocation of 2005
race dates for harness racing at, A Cal Expo or, B
Fairplex. |Is John Reagan going to cover this?

MR, REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

As indicated in the staff analysis,
dates were allocated for harness through July of this
year. After that, no allocation. As it turns out,
now we have two requests for allocations that
essentially overlap -- one at Cal Expo, one at
Ponona.

At this time, because of the nature of

the request, we reconmend that it be referred to the
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Race Dates Conmittee.

CHAIR HARRIS: Okay. As | recall, we did not
al l ocate beyond July 31 because of the -- Cal Expo
did not have a | ease, an operator beyond then. And
so now it is -- basically there's a second applicant
with Fairplex.

MR, REAGAN: Exactly. | guess you could say,
at that particular point, we were worried if we would
have one place for them And suddenly we have two.

COW SSI ONER MORETTI: M. Chairman, if this
is referred to the Race Dates Committee, | would just
ask that it be done in the npbst expeditious manner
possi bl e because | think, over the course of the | ast
year, we've |left the harness horsenen in a state of
turmoil in terns of whether or not they'd be able to
race or not race, where they were going to race.

So --

CHAIR HARRI'S:  You know, | agree. | think the
Race Dates Committee could nove on it rapidly.

Can | get a motion to refer it to the
Conmittee? O do we want to discuss it now or what?

COW SSI ONER SHAPIRO: | will nmove that it be
referred to the Race Dates Committee and, in the
i nterveni ng period, between this neeting and our next

nmeeting, that we receive proposals, if there are any,
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and plans fromthe vying racing associations so that
an intelligent decision can be nmade but that a
decision -- that it be our desire and goal to neke

t hat decision at our next Board neeting and that it
be cal endared for that unless there's any opposition
from t he audi ence.

CHAIR HARRIS: Any other comments on this?

(No audi bl e response.)

CHAIR HARRI'S: Is there a second to the
noti on?

VI CE- CHAI R BI ANCO.  Second.

COW SSI ONER MOSS:  Second.

CHAIR HARRI S: Wait. Excuse ne.

M. "Scurfield" (phonetic)?

MR, "SCURFIELD': Yes. Ralph Scurfield from
the Sacramento harness. It used to be "benevolent,"
but somebody snuck down and took the nanme away from
us.

So | just have a couple of comments.
And one is the -- there was sonme -- sonme concern
about "Who is our group?" and "Are they a viable
entity?" and so forth. And | know, when | talked to
Commi ssi oner Shapiro, he mentioned that.

And | think -- were you supplied sone

i nformati on concerning our group and their
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backgrounds?

COW SSI ONER SHAPIRO: No. | haven't received
anything on it.

MR, "SCURFI ELD': Uh-huh. You were -- |I'm
sorry, then, because you were supposed to have that
i nformati on supplied to you.

But in any event, then, | appeared
before your Board in Septenber and indicated that
there was a concern in Sacramento for harness racing
in the community. The purses were goi ng down. The
attendance was goi ng down. The handl e was goi ng
down.

And sone people urged a few of us that
are active in the community to forma nonprofit
entity and kind of put ourselves -- simlar to the
Del Mar situation so that we would operate -- be an
operator and that the nonies generated woul d benefit
the horsemen and the facility -- which is Cal Expo --
and possibly the community.

And so that's how we canme to be. And
I"l'l send you sonmething as to who the individuals
are. They're all active comunity people and active
hor se peopl e.

And | will say, as far as the

expedi ence goes, being a new entity -- and these
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things take a sizabl e anount of nobney to get going --
we need to have sone assurance that we have a viable
situation before we go forward and spend these --
spend these nonies and that we end up with a viable
nmeet .

We're not opposed to |ooking at a
north-south situation. It would seemto ne that, if
it was a really a good thing, it would have been
proposed three or four years ago. But that be it,
we're here now. So --

COW SSI ONER SHAPIRO. M. Scurfield, as you
know -- and |'ve spoken to you; and |'ve spoken to, |
t hi nk, everybody there is in the industry -- ny
first -- one of the concerns | heard was that the
deci si on needed to be nade at this neeting because
there was concern that horsemen would be | eaving the
state and wouldn't wait around.

For that reason, | sent a letter
that -- to the horsenmen that was di ssem nated
t hroughout the barn area. And | have, in front of
me, signatures that represent -- fromdifferent
horsenmen that represent that 409 of the approxi mte
500 horses that are racing are willing to wait the
nont h.

And what | would like to see is that,
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for the benefit of the harness industry, if there

are, in fact, two viable options -- | don't know that
there's an option at Fairplex or not -- |I'd like to
know what that option is. | would like to know t hat

there is, in fact, a |l ease agreement. We would |ike
to know what the plans for pronpting both neets are
so that we can do the best for the industry and the
State.

And | certainly will nmake nyself
available in the intervening 30 days to | earn about
each group and -- and what each group has pl anned and
is planning to invest.

MR. " SCURFI ELD': Uh- huh

CHAIR HARRI S: Yeah. The Race Dates Conmittee
is Comm ssioner "Scurfield' and Comm ssioner Sperry;
and | think that's a good vehicle to start off --

COW SSI ONER SHAPI RO: Excuse me. But | think
it's "Shapiro" and not "Scurfield".

CHAIR HARRI S: Excuse ne.

MR. " SCURFI ELD': Yes.

COW SSI ONER SHAPIRO:  He's better -- he's
better |ooking than ne.

CHAIR HARRI'S: That woul d have -- that night
gi ve himan edge, you know.

He used to have sonmething to do with

33



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the Racing Board. | don't renenber what. No.
Shapiro and Sperry.

MR. "SCURFI ELD': Are we about to |ose those
hundred horses that didn't sign?

COW SSI ONER SHAPI RO Wl --

MR. "SCURFI ELD': 'Cause we're in dire straits
ri ght now.

COWM SSI ONER SHAPI RO: M. Scurfield, |

think -- it doesn't nean that we're losing 'em

MR "SCURFI ELD': Yeah.

COW SSI ONER SHAPI RO But ny letter went
out -- | think it was the -- the weekend. | just
sent this letter out on the weekend. And perhaps,
you know, not everyone in the barn area could be
found or reached to sign this.

But my biggest concern was that, if

250 horses were going to leave, it would devastate

the harness industry. | think that everyone is
willing to stand still. | haven't heard that anybody
won't stand still. So I think that, by taking 30

days, we can nmake intelligent decisions that plans,

really, the harness racing cal endar for the year
CHAIR HARRI'S: Yeah. Let's try to get it --

we can get it resolved. | think our next neeting

is -- is it March 24th? It's at Bay Meadows in the
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north, which would -- and that -- by that time, we'll
have the Racing Dates Committee have met and nmke
reconmmendati ons.

We' Il probably rehash the whol e issue
at that point anyway. So |I think we're probably
goi ng to nove on today.

MR, "SCURFIELD': So the process will start
with a Dates Comnmittee neeting?

CHAIR HARRIS: It'll go to the Dates
Committee. They'll, you know, do all the review and
due diligence and "Here are the plans" and they'l|
make a recomendation to the Board.

But as we know, the Board will
probably also review it pretty thoroughly thensel ves
at that neeting. So the March neeting will probably
be the key neeting to get it resolved.

MR, " SCURFI ELD': Thank you very much.

COW SSI ONER SHAPI RO M. Chairman, Ms.
Moretti has very nicely agreed to serve on the
committee for this purpose and continuity.

CHAIR HARRI'S: She was pleading to get off the
Dates Conmittee. And now she wants back on.

COW SSI ONER SHAPI RO Well, | tw sted sone
arm Ckay.

CHAIR HARRIS: Okay. W'll add -- we'll
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add --
COW SSI ONER SHAPI RO For just this issue.
CHAIR HARRI'S: -- Moretti for the Sacranento
connection. So the Dates Conmittee will be Shapiro,
Moretti, and Sperry.

MR. REAGAN: Commi ssioners, we will seek to

set up a date, a place for that -- perhaps the day
before the March neeting -- so we can discuss it --
CHAIR HARRIS: Well, 1'd really rather do it

alittle further ahead than just the day before so we

can refine anything --

COW SSI ONER SHAPI RO | agree totally. |
think what we will have to do is, within the next
week or so, is schedule a neeting and do it -- we'l
try -- maybe today we can sit down and pick a couple

dates and do it, nost likely, in Sacranmento --

MR, REAGAN:. Ckay.

COW SSI ONER SHAPI RG: -- since that seens
wher e everybody is.

MR, REAGAN: All right.

CHAIR HARRI'S: Okay. M. Eliot?

MR. "ELIOT": Conmi ssioners, "David Eliot"
(phonetic), California State Fair

We obviously are not going to oppose

the Board if they wish to take this to Racing Dates
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Committee. However, | just wanted to remind the
Board, we -- Cal Expo -- we went through the Racing
Dat es process. Every single association represented
in this roomwent through the Racing Dates allocation
process, a process, | mght add, that Conm ssioner
Granzella and Moretti thoroughly enjoyed.

We've sent the letters. W' ve done
our homework. We've been in front of this Board to
delay. What we're tal king about is the Septenber-

t hr ough- Decenber Fall Meet for the Sacramento Harness
Associ ati on.

To delay that even further -- |'m not
going to speak on behalf of the horsenmen. ['Il allow
the California Harness Horsemen's Association to do
that. However, | would suspect that we will have
nmeetings with the Sacranmento Harness Associ ation next
week so they can begin preparation so that the
horsenen that are there now can | ook forward to the
new group coning in.

We're just tal king about a three-nonth
period here. |'mnot -- we're not opposed at al
about tal king about a north-south or racing at Ponpbna
or any of that.

But for dates for 2005 -- that's what

we're talking about. That's the one that we're
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tal king about. And if we wish to open up discussions
in a cal mer atnosphere to where there's not as nuch
anxi ety on the backside regardi ng where they're going
to race in the fall, we're all for that.

But | did want to rem nd this Board,
we went through the process. |f another association
came in here to you, unless there was a nmj or
crisis -- God forbid -- sonething happened at one of
the racetracks, where they had to shut down -- you
woul d obvi ously address that.

There's no crisis at Cal Expo. Sinply
the operator that's there now chose not to bid on the
RFP. There's just a new operator comng in

COW SSI ONER SHAPIRO: M. Eliot -- M. Eliot,
you went through it, and the dates were not allocated
for the latter part of the year. There is a new
operator. W don't understand -- we don't know
anyt hi ng about the new operator. W don't know
anything as to what the ternms of the | ease agreenent
between Cal Expo and the new operator is, what
i mprovenents are going to be made.

We need to | ook out for the benefit of
the entire industry.

MR. "ELIOT": | understand that.

COW SSI ONER SHAPI RO  We nmay end up there --
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and | don't think -- what | hope you hear is "W will
make a decision at the March neeting." I1t's 30 days.
In the intervening period, we want to |learn exactly
what each group is, who they are, and what they're
going to do to pronote the sport.

MR "ELIOT": | understand that.

COW SSI ONER SHAPI RO That's all we're
sayi ng.

MR "ELIOT": | understand that. And we have
provided a | ease agreenent and -- and the proposal to
the CHRB staff. And | apol ogi ze. Perhaps we should
have supplied themto all of the Comm ssioners. And
| apol ogi ze for that.

But we have all the confidence in the
Sacranment o Harness Associ ation, at |east for the
Sept enber -t hrough- Decenber period. Thank you.

COWM SSI ONER SHAPI RO: Thank you.

CHAIR HARRI' S: Ckay. Well, we'll go ahead
with the Race Dates --

MR KENNEY: Excuse ne.

CHAIR HARRI'S: -- Conmittee --

Okay.

MR. KENNEY: M. Chairman, Ben Kenney,

President, California Harness Horsenen's Associ ati on.

Commi ssi oner Shapiro and | have spoken about this.
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We had a neeting two weeks ago.
Director Fermin was there along with M. Mnam . It

was a very spirited four-hour neeting with all of our

horsemen there -- trainers; drivers; owners;
everybody else. | think that Ingrid and Roy can tel
you t hat.

We went through al nbst every scenario.
We heard from Benevolent. W heard from Capito
Racing. | was in favor at the tinme of tabling it. |
seened to be in the mnority at the tine. W were
voting on a proposal. It was cut and dry. It was a
proposal, from Capitol, of racing in Southern
Cal i fornia.

In fact, we all would like to race in
Sout hern California. But those dates and that
proposal did not fly. And it was defeated 5-4. |
guess ny question is we're waiting 30 days for --

COW SSI ONER SHAPI RO We're waiting 30 days

so that we can understand, |ooking at the industry
and looking at the interests of the State of
California, of seeing what are the opportunities
before us so that we can make an intelligent
decision. |If there are nore than one opportunity,
then we're wei ghing the options.

And we're saying that we're sinply
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going to have -- take the proper tine to receive

f eedback and understand who the applicant is, who the
applicants are, and what are the proposals on the
table. We haven't seen anything.

CHAIR HARRI'S: Yeah. The thing is we've got
two applicants, basically. And we have to wei gh each
one out, and | don't think we're prepared to do that
t oday.

MR. KENNEY: Well, then, the CHHA -- are you
saying their vote is neaningless? Are you saying our
associ ation --

COWM SSI ONER SHAPIRO.  No. Not at all. But
what we are saying is that you' re one conponent.
You're not the end all. You're one conponent. Ckay?
There -- and if that's what the harness horsenmen and
the harness industry thinks is in its best interests,
great. But let's at |east nmake sure that inforned
deci si ons are being made, not rushing to judgnent.
This has beconme a rush to judgnent.

And | think it behooves us to
intelligently understand what we're voting on and
what we're looking at. It may be that harness shoul d
stay in Sacranento. | -- I'mnot -- I"mnot in favor
of one position or the other

I'"'msinply saying, and as | discussed
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with you on the phone, that | think that a noderated

vi ew and anal ysis shoul d be done so that intelligent
deci si ons can be deci ded by this Board.

CHAIR HARRI'S: | think this Board wll
carefully and highly consider the w shes of the
horsenen. It's just that's not the sole factor

MR. KENNEY: Ckay. Thank you.

CHAIR HARRIS: Okay. Let's nove on, if
there's nothing -- 'cause this is going to be
di scussed a lot, going forward, |I'msure. This wll
conme up between now and probably in the March 24
nmeeti ng.

The next issue is discussion by the

Board on enpl oynent of the Pari-Mituel Enployees

GQui |l d, Local 280, enployees at the ADWfacilities in

Cal i fornia.

MR. CASTRO  Chairman Harris, Conmi ssioners
my name is Richard Castro. | represent Pari-Mitue
Enpl oyees Guild. | brought our attorney, David
Rosenfeld. He prefers to be addressed as "King."
That is spelled K-i-n-g. He will address the |ega

matters for this

Davi d?
MR. ROSENFELD: | told himnot to use that
termsince it isn't gender neutral. Having said
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that, ny nane is David Rosenfeld. And our office has
represented Local 280 for years.

And | was trying to think -- the | ast
time that | was in this facility was to address you.
But | don't renmenmber what the issue was about. But,
off and on, |'ve had the pleasure of addressing the
Board on issues that affect the industry as well as
Local 280.

The issue that we want to raise with
you is the question of enploynment in the wagering
hubs that were created as a result of ADW And |'ve
spent sone tinme tal king about this issue with those
involved in it, reading the statute, and thinking
about this issue.

I think we all understand that, in
2001, when the statute becane effective, it was the
result of exactly what this Board has done for years,
which is to take the varying interests within the
i ndustry and work out a conproni se that works for the
i ndustry as a whole. Doesn't nmean everybody gets al
that they want, but it means that everybody's
interests are accommopdated to sone degree.

You have to imagine that, in 2001, the
enpl oyees involved in this industry would never have

supported ADW had t hey thought they would | ose al
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the jobs involved 'cause had we thought that, as a
result of agreeing to this process, that we would
have | ost every job involved in this process, we
certainly woul d never have supported it

It wouldn't have done us any good as
an organization. And in fact, it wouldn't have been
good for the industry to see those jobs go out of the
state because a large part of this industry, | think,
i s based upon the kind of personal relationships, the
contacts invol ved.

That's really the whole prem se of
where, | think, our position is based is that, in
2001, beginning in the spring, when this |egislation
was formul ated, and through the rest of that year
when the regul ations were all being fornul ated,
everyone involved in this process understood that
everyone was getting sonmething out of this, and, in
particul ar, the industry was getting something.

I"ve kind of struck by the press
rel ease which the Horse Racing Board issued, in
Novenber of 2001, to announce the adoption of
regul ations. And this is quoting the Chairman at
that time -- Alan Landsburg.

The announcenent said, "'This is not

the salvation of racing. This is sinply a step along
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the way,' said Landsburg. 'If business greed begins
to raise its ugly head and threatens the good that
this programcan bring to the industry, that greed
will not be greeted with a friendly shake fromthis
Conmmi ssi oner. ' "

And that's exactly what happened. In
2001, everyone involved assured everyone invol ved --
the union, Local 280, and those involved in this
process -- that these jobs would remain California
jobs, the jobs in California, as a benefit to the
i ndustry.

|'ve gone through the record of sone
of the hearings before this Board. And there were
statenents made by the | obbyists and the advocates
for the ADWfacility and the TVG in which people
like Joe Lang said very expressly that they
understood that the result of ADWwoul d be that there
woul d be California hubs and California jobs.

And so Local 280 didn't conme before
this Board and the | egislature and say, "W oppose
this process." W supported it because we were given
assurances that, as a result of this process, these
j obs would, for the nost part, remain in California.
That is exactly the opposite of what's happened.

Before | get to that, | just want to
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enphasi ze that, when the statute was created, it was
created in a way that, | think, absolutely preserved
this concept. And if there's going to be nore of a
| egal argument, |I'mcertainly nore than happy to put
this in sone nore detail in witing so that you and
your Board can look at it.

But the statute itself has various
parts to it. But the critical part -- that is,
Section -- Line -- 604, Subsection C -- that says,
"The Board" -- meaning you -- "shall devel op and
adopt rules and license, regulate all phases of
operation of advance deposit wagering deposit
wagering for licenses, betting systens, and
mul tijurisdictional wagering hubs |ocated in
California."

That is the only authority that you
have to issue regulations -- that one sentence. Now,
that sentence doesn't distinguish between out-of -
state, in-state hubs. It sinply says you have that
authority to issue regul ati ons because you do.

The next sentence says, "Betting
systems and nul tijurisdictional wagering hubs | ocated
and operating in California shall be approved by the
Board prior to establishing advance deposit wagering

accounts or accepting wagering or" -- |I'msorry --
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"shall be approved by the Board prior to establishing
advance deposit wagering accounts or accepting
wagering instructions concerning those accounts."

Now, the sentence goes on. Let's
| eave the rest of the sentence for a minute. That
sentence clearly, again, gives you the authority to
not only issue regul ations but prohibit ADW unl ess
you aut horize it, unless you give the licenses. That
prohi bits such wagering without those |icenses.

But that sentence -- that part doesn't
di stingui sh between out-of-state and in-state hubs.
It says you have to |license

The next part of that sentence -- it
goes on to say -- quote -- "and shall enter into a
written contractual agreenent with the bona fide
| abor organization that has historically represented
the sane or simlar classifications of enployees at
the nearest horse racing neeting"” -- unquote.

Now, | don't think anybody who wote
the statute thought that we'd be tal king about
wor kers in Pennsyl vania, Oregon, India, or any other
pl ace to be answering phones or dealing with this
i ndustry. We thought this nmeant that the workers
woul d be sonepl ace near the nearest horse racing

nmeeting in California.
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And those are the comm tnments that we
had fromthose involved in this legislation. 1In
fact, those were the comm tnents that were nade to
this Board in |ate 2001, when the regul ati ons were
adopted. So we think the statute envisions your
i censing ADW and envi sions that the people enployed
woul d be enpl oyed sonepl ace so that this definition
of "nearest horse racing neeting" would make sone
sense.

When TVG got the first license, they
assured this Board and us that the jobs would be in
California. That's not happened. Those jobs are now
in Oregon.

VWhen you call TVG and want to speak to
a live human being, the person who used to be that
pari-mutuel clerk at the race track, your call is
routed to Oregon. Those folks work in an office in
Oregon. They cone in, answer the phone, handle the
questions from bettors.

XpressBet -- you call -- you're not
calling workers in California. You're calling people
in -- in Pennsylvania.

And Youbet has a few people here in
California that do technical questions and answer --

do sone phone-call response that is the kind of
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custoner support that we think is work that was
envi sioned to be covered by this |anguage.

So what's happened is a nunber of jobs
have sinply gone out of the state of California. And
they're not covered by a collective bargaining
agreenent, which is what the statute absolutely
requires.

So our position is that the statute
the way it was witten, conports with; conplies wth;
and, in fact, states very clearly this understandi ng
that, if the union and the workers involved were
going to support this legislation, the result would
be jobs would be in California, they'd be our jobs,
they' d be covered by a collective bargaining
agreenent .

They're not. They're gone. So the
reason we're here today is because we' ve had enough
of this. W want this issue resolved sonmehow. W
don't want a fight over this because we think that
ADW benefits the industry in large part. | nean
nobody's a hundred percent satisfied with everything.
But we don't want to create an issue over this if we
can get our problemresol ved.

And all we ask is that the statute be

enforced, the understandings that were expressed in
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2001 be adhered to and conplied with, the commtnments
that were nmade at that tinme -- just as an exanple of
this kind of coomitnment -- oh, well, | was going to
guot e Chai rman Landsburg because he was the one, a
nunber of tinmes, who stated, at various neetings of
this Comm ssion, that that was his understanding.

But he's here, and he's going to
express this to you hinself. There are a nunber of
times, in various transcripts that the union has gone
t hrough, where there's reference to this.

For exanpl e, when XpressBet, in 2002,
came in to get its license, they made it clear that
they were going to have a California hub, in response
to questions.

And as | said, Joe Lang, who was the
| obbyi st and the representative of TVG nmde the sane
statements. So our position is that that's not been
conplied with. So we're here asking for sonething
that we think is reasonable. W're asking that this
i ssue be revisited, that this Board tell the advance
deposit wagering entities that they have to conply
with the statute.

And we're not saying it's wholly
practical to say, "W want to represent folks in

Pennsyl vani a, Oregon, or India." That's really not
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our interest here.

Qur interest is doing sonething for
this industry, which is to tell these fol ks that
custoner service, dealing with the patrons who are --
wi t hout whom this industry doesn't survive, has to be
acconpl i shed through workers in California and cal
centers and custonmer service operations in
Cal i fornia.

We think those operations should be
brought here because that's the way to conply with
the statute and that's the way to conply with the
conmitments that were nade.

So what Local 280 asks, to try and get
this problemresolved, is that this Conm ssion
revisit this issue and express to the parties
involved -- primarily Local 280 but everyone el se
i nvolved in the industry and obviously to the
conpani es invol ved in advance deposit wagering --
that we sit down and get this resolved and bring this
i ndustry back into conpliance with the understandi ngs
of 2001 and the statute -- and the statute which, in
effect, says, "You can't license facilities absent
havi ng that collective bargaining rel ationship,"
whi ch neans you've got to do it in California.

So what we're asking is that this
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Board, you know, express to the parties its concern
about, over this issue and tell us to get this
probl em resol ved, put this back on the agenda to the
next nmeeting so that we can cone back and report,
"Has it been resol ved?”

"Cause if it hasn't been resolved, we
woul d all have to figure out how to handle the
problem And | nean there's litigation and various
ot her ways of resolving it. But we don't think

that's the way to resolve these problens in this

i ndustry.

We think it should be done the way
it's always historically been done -- that we get
some direction -- the parties -- to resolve it, bring
back the resolution to this Board. |If it advances

the industry, it's resolved that way. W think we
can do it.

I'"d like to ask Al an Landsburg --
there he is -- if -- he's asked if he could cone here
and ki nd of express what his reaction is to this
probl em

MR. LANDSBURG Al an Landsburg, forner
Chairman of the California Horse Racing Board. Now,
I"mjust speaking as a private citizen.

|'ve been on the record, for as |ong
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as | was involved in any part of racing, to say that
"If we don't respect the people we work with and if
we don't give themthe kind of support that they
need -- particularly when they' re hourly |aborers;
when they're people who sit in the racetracks, work,
and deal daily with the live bettor that we so
cherish -- then what are we doi ng?"

We're sinply throwing themout into
the street and saying that all these efforts in
mar keting that we're doing and all of the efforts
that CMC pronotes and all of the efforts to find new
people will wind up with soneone facing a nmachine
that, frankly, you have to be experienced to use and
t herefore they have no reason to bet; whereas, live
persons behind those ticket wi ndows are one of our

most val uabl e assets.

Why are we throwi ng them away? | sat
in your chair, Conm ssioner Harris -- Chairman
Harris. | look down, and | see the bored | ooks

because we're only tal king about a small part of the
i ndustry. It's a lot nore than a small part of this
i ndustry.

And |I'mtaking recognition of 'em at
this time after ADW-- which we worked, sweated, and

slaved to get in because it was a patchwork quilt
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over the problenms of racing -- has now proved to be
| ess than the great benefit that anybody envi si oned
when it canme in. But that it is duping and not
paying attention to its enpl oyees bothers ne.

Having sat up there, | know what it
feels like when | think about union people, who have
dedi cated their lives to racing and depend for their
livelihood on racing, now nmust put up with not being
honored for what they have done and, under statute,
be di shonored.

| come here as soneone who | oves
racing. And | hope that, after all ny cries from
those seats, you'll hear this cry fromthis seat and
adj ust the wong that's been done under premni ses that
are invalid such as "We have these enpl oyees worki ng
in our electronics area or videotaping."

That has nothing to do with the pari -
mut uel cl erks who have | ong been associated with
racing. And I strongly suggest you heed the
war ni ngs. Thank you.

CHAIR HARRI S: Thank you.

Addi tional conments?

MR. CASTRO |'mnot going to be shy. I'm
going to stand up and applaud. That really concl udes

our presentation. W do ask that you do give
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consideration to what we're asking. W agree with
David that -- excuse ne -- we agree with "King" that
this is the best way to go.

And we want to get this resolved as
qui ckly as possible for the benefit of the industry.
Thank you very nuch for putting us on the agenda.

CHAIR HARRIS: | can synpathize with the issue
and the problem [|'mjust not clear how nmuch
| atitude the Board has, in basically a |abor-
managenent issue, when it involves, you know,
interstate commerce and all these things.

Coul d Derry -- could you express what
our options mght be on sonething |ike that?

DEPUTY ATTORNEY GENERAL KNI GHT: Yeah. Is
this on? Hello.

Yeah. | think this is a -- thisis a
difficult issue for the Board in the sense that we're
tal ki ng about an industry, by its very nature, is
very interstate in nature. And as | think Attorney
"Roosevelt" -- Rosenfeld indicated, he's -- they're
not suggesting that the Board be in a position or try
to order collective bargaining in Pennsylvani a.

| thought they were initially, but
apparently that's not the case. | think if they --

if you were to try to do that, | think that you're
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clearly oversteppi ng your bounds because | think, as
a California regulatory body, you don't have
authority to be telling people what to do in sone

ot her state.

And | think there's a legitimte and
serious issue about who has -- regardl ess who has
authority here because of the interstate nature of
advance deposit wagering, we're not talking about a
track operation. W're talking about, clearly, by
its very definition, an interstate operation

And whet her or not the federal
governnment, the National Labor Relations Board woul d
see this as their -- within their jurisdiction,
think it's a legitimte issue. | know -- we're al
aware that the NLRB has declined jurisdiction of
horse racing generally.

But | think it's a serious question of
whet her that is -- would be the case were soneone to
chal l enge an issue or an action by the Board in this
setting as -- as | -- the attorneys -- and | won't
bore people with this -- but this issue has been
presented previously.

Back in the late 80's, early 90's,
there was a simlar issue. It's not the sane issue.

But it involved a totalizing conpany. And there was
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an unfair -- the Board did, in fact, attenpt to
enforce a statute simlar to this and ordered themto
enter a collective bargaining agreenent.

And the federal governnment did, in
fact -- the National Labor Relations Board did, in
fact, take jurisdiction of that and had the effect of
preenpting the Board's action. \Wether that would
now af fect whether the Board woul d get involved in
this issue, | don't know. The -- but | think there's

a serious issue there.

We coul d debate that. It can be
debat ed.

And | think the other question is the
statute that you have -- there may have been
commtnents made -- | have no history there

personal ly, and |'m not debating that. There may
very well have been commitnents made at the tine of
this |egislation.

But the legislation that ultimtely
came out is very narrow in scope. And that is that
it islimted to enployees of |ike classifications,
et cetera, et cetera.

So we're -- and ny understanding is --
and | don't nmean to be sounding like |I'm advocating

one side or the other -- but nmy understanding is that
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a lot of the enployees we're tal king about here are
not your typical pari-nmutuel clerks. W're talKking
about high-tech enpl oyees, for the nost part.

Now, M. Landsburg, | think, is
suggesting that sonehow we -- that the Board force
them back to having this operation at the w ndow
somewhere. That -- | nean that's a different issue
totally.

But, at |east as they operate now, nmny
understanding is that a ot of this is by high-tech
enpl oyees, which woul dn't be covered at all by your
staff's -- the suggestion that you sonehow order
col | ective bargai ning agreenents.

It's a very narrow scope. So | think
the answer to your question -- thisis a-- this is
not a sinple matter

But | don't think it's a sinple matter
for the Board to say, "Yeah. You got to do this, or
we're going to -- or we're going to say that you' ve
got to nove all your enployees back to California."
| just don't -- that's just not within your
bail i wi ck.

CHAIR HARRIS: If we could pass the ball to
the National Labor Relations Board, sonebody could

come and try to arbitrate it 'cause | just don't see
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where we really have enough standing to conpel
anybody to do very nuch.

MR. ROSENFELD: Let nme address the Labor Board
i ssue because the case that M. Knight referred to --
I wasn't that involved with in 1991 -- involved a
totalizator conpany. And you're right. There's a
very sinple way to resolve this, ultimtely.

TVG or any of these other enployers
can do exactly what the totalizator conpany did
because that, if the National Labor Relations Board
asserts jurisdiction over the enployees, the
statute's unenforceable.

In the totalizator conpany case, what
happened was the Board told the totalizator conpany
it had to sign a collective bargai ning agreenent with
the "I DW (phonetic), which was involved in that
case.

And when that company went to the
Board, it filed a charge -- the Board at that point
made a prelimnary determination that it had
jurisdiction over those enpl oyees -- that they were
not in the horse racing industry, sought an
i njunction or got an injunction against the Board.

So | invite you to test that. The

problemis it's only tested by telling these
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conpanies "Conply with California law. The lawis
clear that we can't |icense you unless you have an

agreenent" -- quote -- with the bona fide |abor
organi zation that has historically represented the
same or simlar'" -- it doesn't say -- it says --

same or simlar classifications of enployees at the
nearest horse racing neeting.'"

Now, we're not asking for technica
enpl oyees who maintain the servers and the technica
equi pment that's necessary to handl e sone aspects of
this betting operation. That's never been our claim

We're asking for the people that
former Chai rman Landsburg described to you -- the
publi c-contact people; the people who, in some cases,
may be the only human voice or human that the patrons
contact, which, when they call TVG or call XpressBet
and say, "Help me. How do | put this bet? How does
this systemwrk? Can you explain to me how | can
maeke an account?" -- those are the people we're
concer ned about.

We're not interested in some -- we
don't think that there's a simlar classification to
tal k about the technical person who gives tech
support. So let's put that aside.

We think there are -- we don't know
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exactly how many -- but we think there are 10 to 30
to 40 people involved in these three conpani es who
are custoner-support people. You call an 800 nunber
You tal k to sonebody when you have problens or
guestions or you want to figure out howto
participate in this wonderful sport.

CHAIR HARRIS: |I'mnot clear. 1s there
sonmething that's preventing you from organi zing them
now?

MR, ROSENFELD: Yes. Because, if they're in
the horse racing industry, there's no | aw that
conpel s the enpl oyer to even let us go to el ections.
That's the conundrum here. That is -- under the
Nat i onal Labor Rel ations Act, we can organize
enpl oyees, file a petition. The Labor Board will
conduct an el ection.

But if they're actually in the horse
racing i ndustry, then the Board -- that is, the
Nat i onal Labor Rel ations Board -- won't assert
jurisdiction. W can't force the enployer to do
anyt hing except by striking 'em which results in
causing 'em economic harm But that harnms this
i ndustry.

So the reason the statute and other

statutes in this industry require bargaining is to
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avoid the only weapon the union has, which is to
engage in econonmc activity. It says to the enployer
and the union, "W want peace in this industry. W
don't want problenms. W want you to work it out,
sign a contract."

And the courts have affirmed these
ki nds of understandi ngs, both for enployers who are
not governed by the National Labor Relations Act --
and, recently, two circuit courts have said, even if
you' re governed by the National Labor Rel ations Act,
you can have what's called a "l abor peace ordi nance"
or sonething simlar to this, provided there are
ot her issues that the Board is involved wth.

To answer your question, Chair Harris,
there is no question but that if you tell -- |1 nean
what we're really asking is for you to tell the
parties that, "Under the statute and the
under st andi ngs that statute are based on, we don't
think we can license you unless you conply with the
statute.”

Now, if you revoke a |icense because
they're not conplying with the statute or threaten
to, they can run off to the Labor Board to get this
i ssue resolved pretty quickly.

And | will concede, on the record, if
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t he Labor Board asserts jurisdiction over these

enpl oyees, says they're not in the horse racing

i ndustry, you can't enforce the collective bargaining
| anguage.

CHAIR HARRIS: | wonder if you could just take
it to the Labor Board and just ask themfor a
opi ni on.

MR. ROSENFELD: The answer is the Labor Board
has a procedure for advisory opinions, which | don't
think applies in this context, as to whether they are
covered by the Act or not, although the Board wll,
on occasion, give an advisory opinion about coverage
i ssues. That takes some tinme.

"Cause we don't really want to wait
for nonths and nonths, particularly given the flux of
this current Board, we're really sinply |ooking at
sayi ng, "The statute says that you have the right to
license. There's a condition of that license. These
fol ks are not conplying with that condition."

As long as they understand that
there's a serious question about that, | think we can
work this out. But they have to be given that
nmessage that there is a question about their
entitlenent to a license so long as they're having

t hese public-contact people in Oregon, Pennsylvania,
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or the next step is sone other continent.

And then | think that the forner
Chai rman's comments cone hone here. |f you want the
publi c-contact people, that hel p people get involved
in this sport, in sonme other continent, then you |et
this go that way. Oherwi se you have to put a stop
toit. You say, "The understandi ng was these fol ks
woul d be here in California," and we nove on from
there.

CHAIR HARRIS: |Is there anyone here fromthe
ADW provi ders that wanted to conment?

(No audi bl e comrent.)

CHAIR HARRI'S:  Any of the Conm ssioners have
any comments on this?

COWM SSI ONER SHAPI RO: Well, | --

CHAIR HARRIS: There's sonebody here from TVG

Are you here from TVG?

MR. HI NDMAN:  Just a few brief comments this
nmorning. M nane is John Hi ndman, Hi-n-d-ma-n.
TVG

Just a few brief comments. Nunber 1
is kind of process related. | know that we saw you
in Decenber. M. Castro came up during our license
application and nentioned that he'd |like to have

di scussions with us. W received a letter fromthem
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We responded with a Decenber 15, 2004,
letter, that |I think is in the Board packet, stating
our position but also stating, "Nonetheless, if you'd
still like to discuss these matters further, please
et me know and we'd be happy to nmeet with you in the
Los Angel es area at an agreeable tine."

| subsequently saw M. Castro here at
a neeting last nmonth. | gave himny business card;
and | said, "Please call me if you'd like to discuss
this matter further.™

And the next notice that | had was the
CHRB agenda for this hearing. So, again, | -- we
stand by our position in our letter. But |I -- and
don't know what the other ADW conpani es have said
with that regard. But that -- that's our position.

And the second -- just real briefly, |
respectfully disagree with M. Rosenfeld' s view of
Cal i fornia Busi ness and Professi ons Code 19604.
thi nk the opening paragraph of that -- of that |aw,
statute nmakes it abundantly clear what the Board's
aut horization is, first of all

And | think -- secondly, | think that,
in the definition section, the definition of "advance
deposit wagering,"” it nmakes it very clear that the

Board can |license or authorize hubs both | ocated
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within California or outside of the state; and that
was, | think, the understanding fromDay 1 for
everybody invol ved.

And | think also with regards to the
section that he pointed out -- 19604(C)(1) -- that
does relate to wagering hubs located in California.
And | think, for the three years that we've nade
comments upon this, that's always been our position
is that, if and when TVG had a wagering hub in
California, we would conply with the aw. And our
position is no different fromthat today. Thank you.

COW SSI ONER SHAPI RO  Can | ask you a coupl e
guestions?

MR, HI NDMAN:  Sure.

COW SSI ONER SHAPI RO | wasn't involved at
the time ADWcane into being. But, clearly, when the
| aw was bei ng proposed and everybody was working to
get ADW the union was approached; and the uni on was
pronm sed or assured that "W would give you jobs.”
Okay?

And were you at TVG at the tine that
t he ADW cane in?

MR. HINDMAN: | was not in any sort of a
position |like | amnow so --

COW SSI ONER SHAPI RO Okay. Weren't
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assurances given to the union that there would be

jobs for then? And if you | ook at the big picture --

and | understand the hubs are in Oregon and

Pennsyl vani a and wherever else they are -- but they

have | ost jobs. And we've lost jobs in California.
There's -- is there any -- any

possibility that TVG s going to nove a hub to

California really?

MR. HINDMAN: | don't know. They don't have
any -- we don't have any inm nent plans at the nonent
but -- but, again, | think that that's sonething of

nore of a business matter that |I'm not sure where
peopl e stand on that.

CHAIR HARRI'S: The bigger issue is, though
that | don't know if they've got even, wherever they
are in Oregon, these simlar-classification-type
jobs. | nean what's really happened is that, when
originally when we envisioned it, there would be nore
live operators.

And as technol ogy has evol ved, that
technology is basically handling all these wagers
versus life people.

MR. HI NDMAN:. That's correct. Every TVG wager
i s handl ed by an autonmated system

COW SSI ONER SHAPI RO But don't you have
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people that are there to talk to if people do have
probl ens?

MR. HI NDMAN:  We have customer service

COWM SSI ONER SHAPI RO And have you | ooked
into, because of this issue, what it would take and
what it would cost if, perhaps, sone of those people
could be transferred dowmn to California or those jobs
replaced in California to replace the jobs that were
| ost that -- when -- when the industry wanted ADW and
the union signed on to go along and support it and
with anticipation that they woul d have jobs?

Why can't you transfer that function
down here?

MR. HI NDMAN:  First of all, I'd like to
provide a little bit of background. TVG | believe
probably enpl oys as many or nore people in California
as any other ADWprovider. W're proud of our jobs
record. W have 114 enpl oyees at our studios. And
know you have cone -- and |I"'mreal pleased that you
came over to see us. And we stand behind them

We al so have an operation in Oregon
That operation from Oregon was there | ong before
there was ADWin California. And those are also very
dedi cated enpl oyees that we're very proud of that

provi de custoner service.
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COWM SSI ONER SHAPI RO: Yeah. | understand
that. But what you did was -- you said was "But if
we can go to California and you'll go along with us,
we'll work with you." GCkay? "And we'll work so that
you' re not going to have a loss of jobs.” That's
what was told to them

Now, the legislation in. And | think
we've licensed you for two years as of last, | think
it was, Novenber --

MR, HI NDMAN:  Correct.

COW SSI ONER SHAPI RO  -- and -- and they have
| ost jobs. So the question is "Wat can you do?"
under stand what you're doing. But what -- isn't
there some of these functions that could be noved
down here to resolve this? | mean there are other
ADW enpl oyers. |'mnot nmeaning just to pick on you.

MR, HI NDMAN:. It seenms like I"'mthe only one
up here, speaking, every tinme the issue cones up.

COWM SSI ONER SHAPIRO:  Well, if the others are
here, please |ine up behind himbecause | am going to
ask the same --

CHAIR HARRI'S: How many total jobs do you have
in Oregon?

MR, HI NDMAN. Total jobs? | couldn't give you

an exact answer. | would guess between, in the
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vari ous capacities,

CHAI

R HARRI'S: So you' ve got

bet ween 25 and 35.

nore jobs in

California now than you do in Oregon.

MR.

HI NDMAN:  Correct.

COWM SSI ONER SHAPI RO: But

conpetitor

ADW  And

-- okay? -- Youbet or |

saw that it was a wonderfu

went to your

went to anot her

pl ace. An

d |

saw how there were people who man phones and answer

guestions to assi st

Now, | don't

peopl e wi th maki ng wagers.

know i f they were union

enpl oyees or not. But why couldn't you do sonething

simlar which would satisfy the union,

in California, when they signed on for

getting sonething back for it?

VR.

HI NDVMAN: | guess |

the original point of I

woul d j ust

that at | east

it, they're

think we're doing our best

create the nost jobs that we can in California.

go back to

to

We're al so doing the best to maxim ze the benefit to

the California tracks and the horsenen.

we think that --

COWM SSI ONER SHAPI RO

to my question --

COW SSI ONER SPERRY:

And -- an

That's not responsiv

It was the intent at

d

e

t he

time that they would be union jobs to replace union

j obs | ost,

not technical

peopl e or

not

peopl e that
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are on television but same, simlar-type jobs.

MR, HI NDMAN. Right. And, again, | go back to
the point --

COW SSI ONER SPERRY:  That was the
under st andi ng that your conpany and the others gave
this Board and the union. And today you haven't
conpl i ed.

MR. HI NDMAN:  Again, | would go back to what
the statute says. And | believe you are in
conpliance with the statute.

COW SSI ONER SPERRY: | don't care what the
statute says. |'m saying when you fol ks stood up and
rai sed your hand and swore, "I will do, as we come
in." And ADWs a part of this organization.

CHAIR HARRIS: W can go back and review the
record. | don't renenber that there was any swearing
in.

COW SSI ONER SPERRY: |'m not tal ki ng about
swearing in. But you gave your word. The conpanies
gave their word, and they haven't lived up to it.

COWM SSI ONER SHAPIRO:  It's not in the
statute --

COWM SSI ONER SPERRY: Ask the chairman that
was there at the tine. He'll tell you.

MR, HI NDMAN:.  Well, | think that our position
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has been clear all the way along with that. There
was - -

COW SSI ONER SPERRY:  Yeah. That you're not
going to conply with what you agreed to.

MR. HINDMAN: No. | think that it -- that |
woul d go back and | ook at all the statements nmde al
the way along the way. | think we've been consi stent
all the way al ong.

CHAIR HARRIS: | think different providers may
have made different agreenents. But, |ike, Youbet
does currently have these people. Are they part of a
union now? O what's the status of the Youbet
enpl oyees?

COWM SSI ONER SHAPI RO:  I's anybody from Youbet

her e?

COW SSI ONER MORETTI: M. Chairman, | think
the CHRB has -- | think the nenbers of the CHRB --
nmysel f included -- who were here at the tine this

di scussion took place are, in part, to blame for the
i ssue being where it is right now because | think
that -- speaking for nyself -- we were all caught up
in the excitenent that ADWwoul d of fer the hope that
it was offering to California racing.

But -- and we did not do anything

about it at the tine. W were -- for nmyself, | was

72



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

under the inpression that hubs would be created in
California, that jobs would be created in California.

I ndeed, M. Hindnman and TVG have
created the nost jobs in California. Now, there are
not union jobs. | understand that. But | think, at
the tine, the CHRB shoul d have spoken up, then and
there, and said, "Okay. This nmeans hubs in
California. This nmeans X nunber of jobs, union jobs
in California."

So |l nean | don't think that it's our
place at this point intime -- we've relicensed
them-- to turn around and point fingers out there
when, if we're going to, in time, revisit this, we
need to | ook at ourselves first -- what we did, what

our thought process was. And | think that all of us

in this roomwere caught up in the -- "This wll
help. It's a hope -- one nobre hope that we have,"
But --

COWM SSI ONER SHAPI RO:  Yeah.

CHAIR HARRI'S:  Well, let's hear from Youbet
next.

MR. "ROBERTSON': |I'm "M ke Robertson"
(phonetic), Youbet dot com |'m here on behalf of

Jeff True. And he asked nme to say to you that he

had a conflict. He needed to be in Oregon today. So
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he won't address this issue.

So he will be getting back to you
soon. He did. There was a neeting up in Oregon that
he needed to attend. Okay.

COWM SSI ONER SHAPI RO Do you know if -- one
second, before you |leave -- the people that are
answering the phones -- your custoner service people
here in Whodland Hills -- are they uni on nenmbers?

Maybe, you know, Richard. | don't
know.

MR, CASTRO | don't believe they are

MR, "ROBERTSON': Well, actually, | think Jeff
True will address that issue. So he will be
contacting the Board.

COW SSI ONER SHAPI RO Thank you.

MR. CASTRO Richard Castro

| think if you give ne alittle
pati ence, | do have the transcripts here. On January
24, 2002 -- Page 138, Joel Lang's follow ng up

This is when M. Liccardo was
addr essi ng the Conmm ssi on.

"M . Chairman and Menbers, Joe Lang,
Mark W1 son here with TVG And the conpany asked ne
to sorta -- sort of follow up M. Liccardo's

statement just to nake it clear that there are a
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couple of issues that are left to resolve with regard
to nmoving the hub into the State of California."

My comrent -- what |I'mtelling you
now -- this clearly sounds to ne |like TVG was telling
us that they were making a commitnent to bring a hub
to California.

"Il repeat that: "Just to nmake it
clear, there are a couple of issues that are left to
resolve with regard to noving the hub into the State
of California.”

M. Lang continues: "Once these
i ssues are resolved, | think it's, in fact, TVG s
desire and intent to sit down and get into
negotiations with M. Liccardo and the Pari-Mitue
Enpl oyees Cl erks Union to have those jobs be, in
fact, union jobs. And | think we can comit to
that."

That is pretty clear to ne. And that
isinthe transcript. And | have the transcript with
me.

Joe Lang continues: "It was part of
the discussions with regard to the legislation this
year" -- renmenber. |'m going back to January 24,
2002 -- Joe Lang continues, "It was part of the

di scussions with regard to the legislation this year
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and | think, in the spirit of good will and
fulfilling conmmtnents, that that would happen.™

That's pretty clear to us. W
understood. And let ne go back to something -- |'m
going to skip some of this in the interests of tine
because "King" and | have to get back to Northern
California, but this is pretty inportant also.

This was on the January -- | believe
this was the January 24, 2002, neeting. This is
Chai rman Landsburg speaking. And |I'm sure he'l
recall his words -- Page 143, top of 144.

"Let me come back to what | think is
critical here. TVG has studios here. | think that's
a plus. But we're tal king about people within the
raci ng i ndustry who, by what you are asking us to
license, will |lose sone of their jobs because of the
audi ence -- an unproven ability to bring in a new
audi ence is going to mean a | esseni ng- of - audi ence
probl em and j obs goi ng bye-bye."

And this is Landsburg.

“"And | don't think we can, in good
consci ence, give you a license until we know that you
are going to support that kind of group within
this -- within this state."

Sound pretty good to ne.
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He continues: "Because this is what
this is all about. That's what this neeting is al
about -- what's good not only for TVG and not only
good for the horsenen but what's al so good for al
the people who are working inside racing. | don't
hear that now. "

That was Landsburg talking to TVG

Up pops M. Wlson. And this is
priceless. M. WIson followed by tal king about
studi o j obs.

And M. Landsburg junped in: "Racing,
racing." |'msure we all renmenber that. Very, very
cl ear.

CHAIR HARRI S: Ckay. Well, I'mnot sure we're
going to get this resolved today. Well, what's the
pl easure of the Board?

COW SSI ONER SHAPIRO | think M. Landsburg
t hought that was a good imtation

MR, LANDSBURG | don't renenber slamming that
hard. Excuse me, M. Chairman. | don't renenber
slammi ng that hard. But | do renmenber the anger and
frustration of not being able to drag other nenbers
of ny Board or the Board that | served with into this
fray. And | wish nowthat | had done it with nore

energy and nore force.
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But once | bang on tables, | don't
have much nore. | ask you to consider it strongly --
the warning and the possibility that the ADWIicense
will not be renewed if certain state statutes are not
honored. That's not a hard thing for a Board to do.
And | really recomend it. Thank you.

CHAIR HARRIS: | think that's going to be the
time that we really will have to nake the decision on
that 'cause you' ve got a |license now but --

COW SSI ONER SPERRY: Well, M. Chairmn, |
think, if we put the industry on notice that that's
our intent, that maybe they'll think about sitting
down with not only their board to determ ne about
coming to California with jobs but at the same tine
very possibly |l ooking to see if they shouldn't be
di scussing with the union a possible collective
bar gai ni ng agreenent.

CHAIR HARRI S: Now, obviously I think that
they need to be talking. | really think that the ADW
operations would be under the NLRA. And subsequently
we really don't have jurisdiction. But if they are
under the NLRA, then they have a vehicle to organize,
whi ch they probably would do.

I don't know if we can conpel jobs in

California versus sonepl ace el se
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VI CE- CHAI R BI ANCO:  John, | was on the Board
at that time with Alan. And | think we got
snookered. | think what | was told -- that they were
going to create union positions. And it didn't
happen.

And | think that, by us voting to
allow thema license the next time around, if I'm
still here, you know, I'Il look at it a hell of a |ot
differently than bei ng snookered again

CHAIR HARRI S: COkay. W' ve got a big agenda
today. So if there's nothing else, we'll revisit
t hi s.

Let's move on to sonething |ess
controversial |ike jockey weights.

MR, CASTRO.  Thank you very rmuch.

CHAIR HARRI S: Thank you.

COWM SSI ONER SHAPI RO: Thank you.

CHAIR HARRIS: W're at Item4 -- discussion
and action by the Board on the Jockey Guild's
proposal for jockey weight allowances. This is a
proposed rul e that has been basically that could --

John, do you want to outline how this
actually works? What we're tal ki ng about here --
this is not a going a final decision made today.

This is kind of part of the procedure.
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MR. REAGAN:. Yeah. Conmi ssioners, John
Reagan, CHRB staff.

As you know, on a couple of occasions
in 2004, this itemwas intensively discussed. And
what we have today is what we feel is the outcone of
those di scussions. And because there were proposed
changes of a substantive nature to prior proposals to
the rule change, this, if approved today in the
current form would also have to go out to the 45-
day notice to go through the whol e process.

What we' ve done today is updated Rule
1615. The original proposal set mininmm weights for
j ockeys riding Standards and Thoroughbreds at a
hundred ei ghteen pounds. This weight has been
changed to a m ni mum hundred si xteen pounds in this
proposal

For jockeys riding Appal oosas, paints,
quarters, and nules, the m ni mum wei ght has been
changed from 123 to 121. In addition, the m ni num
wei ght in handi caps races is 112.

The requirenment that every horse shal
carry 10 pounds of riding gear fromw thers to runp
has -- remins unchanged. However, the officia
program woul d be required to state the jockey's

actual weight, the weight of the equipnent, and the
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conbi ned total weight of the jockey and equi pment.

The proposed anendnent does not alter
or affect apprentice allowances; but if an all owance
if used, the m ni num wei ght may be reduced by the
amount of the all owance.

The original proposal to amend 1615,
Rul e 1615, provided one body-fat content for male and
femal e j ockeys. However, as m ni mum wei ght fat
requirenents are different for nmen and wonen, the
requi rement has been nodified to include mninunms for
both genders. The new text provides for a m ni num
body-fat content of 10 percent for fenmle jockeys,
remaining at the 5 percent for nale jockeys.

Final ly, Subparagraph H of the
proposed amendnent to 1615 exenpted jockeys |icensed
in the United States before Decenber 31st, 2004, from
the m ni mum body-fat requirements for a period of 24
mont hs, commenci ng June 1, 2005. So that's what we
have today.

CHAIR HARRIS: Okay. That's the rule we're
going to be tal king about today. Now, we're going to
discuss it. And then it will go out to comment. And
peopl e can make coments and we can revise it or
what ever .

But | think, if the Jockeys Guild
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would like to present their rationale --

COW SSI ONER SPERRY: Coul d we have a
five-mnute break, first?

CHAIR HARRI S: Yeah. Let's take five mnutes.

COWM SSI ONER SPERRY: Seriously five mnutes.

CHAI R HARRI S:  Yeah.

(Break: 11:30 - 11:40 A M)

CHAIR HARRIS: Let's, please, nove back in and
start the neeting, please. Please nove in. W have
a lot of areas to cover here. kay. Let's go ahead
and start on this item |It's an inportant issue for
all concerned.

Barry Broad of the Jockeys Guild,
woul d you like to start?

MR. BROAD: Yeah. M. Chairman, Menbers:
Barry Broad on behalf of the Jockeys Guild. [|'m here
with Darrell Haire.

COW SSI ONER SPERRY: Little | ouder.

MR BROAD: Oh, I'msorry. [|I'mhere with
Darrell Haire. And here we are again.

W -- in the last nmonth, |I've spent
many, many hours on the phone with Comm ssioner
Shapiro. In previous nonths, |'ve spent many, many
hours with Chairman Harris. |'ve talked to a nunber

of you on the phone.
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Cbvi ously what's proposed today is a
conprom se --

COW SSI ONER SPERRY: Excuse ne, Barry. |Is
your m ke on?

Woul d you ask -- would you, people, if
you want continue to tal king, please go outside so we
can hear. Thank you.

CHAIR HARRI S: Thank you.

MR. BROAD: Is the m ke on?

CHAIR HARRIS: It seems to be on now. Yeah

COW SSI ONER SHAPI RO Yeah. It's on, Barry.

MR, BROAD: It is? Okay. Yeah. Mybe | have
to get really close to it.

Anyhow, |'ve spent a |ot of hours with
Conmi ssi oner Shapiro and with Conm ssioner Harris and
with a nunmber of you. The proposal you have before
you, we would like to see you take a vote on -- and
let me make that clear -- and we'd like you to take a
vote on it today.

| realize that it will go out for
comment but -- and my, you know -- for fina
adoption; but we would like this matter taken up, on
an up-or-down vote, because | think that it's been
sitting around here -- I'msure you're as thoroughly

sick of the issue as we are and maybe everyone
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else -- it's been around for about a year now.
And we'd like to get to a fina
concl usion, one way or the other. And we hope that

it is favorable.

CHAIR HARRIS: | think, clearly, we'll take a
vote on it today. | don't knowif -- | nean, just
procedural ly, it still has to go out. And when it

conmes back --

MR. BROAD: Right.

CHAIR HARRIS: -- we have to still vote on it
agai n.

MR. BROAD: | under st and.

CHAIR HARRIS: So | don't think we can
guarantee -- | don't want to get into this guarantee
deal now

MR. BROAD: No. | understand. |'mmnot -- I,
you know -- the rules of procedure here are what they

are under the Administrative Procedure Act. And
we're not asking to change those.

Let me say that this is a significant
conprom se for us. There are parts of this that we
don't -- we would prefer it as the rule was. The
wei ght is going down froma hundred and ei ghteen to a
hundred and si xt een pounds.

There is a hundred-and-twel ve pound
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limt with mnimum wei ght for handi capped races.
That was not in there. But | think that the basic
rul e here preserves a change in the systemthat will
bring a degree of total transparency and honesty to
the system

You will have the jockey's true wei ght
known. The wei ght of the equipnment as it is and as
it really nmust be will be weighed separately and --
and printed separately on the programso it is
under st ood exactly what the horse is carrying.

The -- we -- we don't -- we had
concerns and originally had proposed that jockeys,
you know, be grandfathered in. W understand that --
I think, we've made a pretty conpelling case about
j ockey health.

| think it's very true, and the Board
has taken the conprom se suggestion -- position that
all jockeys nmust comply within two years. W can
accept that. It my -- a few jockeys here and there
may have had sone difficulty with it; but we think
that, you know, on the whole, it's fair

I think we understand the anxiety of
the industry. This is anxious times for the horse
racing industry. Our nenbers are in this industry.

They care about this industry. But the situation
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with their health has become unsustai nabl e.

There are many reasons why horses
break down -- many reasons. You have -- are, right
now, in the thick of the whole controversy around
medi cating horses. It is a constant enforcenent
problemin this industry. It contributes to
weakeni ng these horses. There is shock wave therapy
t hat masks pain.

There is Lasix. These "drugs" are on
Lasix. If you talk to jockeys, they say, "If the
horse feels half as bad as | feel when |I'm on Lasix,
you know, | feel sorry for them"

There are poor track surfaces. There
are many things that -- that contribute to the
breakdown of horses and probably -- there are
training practices. There are all kinds of things.
There are breeding issues. There are many, many,
many factors.

But the bottomline is: "Jockeys
can't be asked to pay for this with their health and
with their lives. It's just not fair."

I was on the phone with the Jockeys
GQui | d Executive Board yesterday and di scussing this
and the conprom se and, you know, whether it's right

wrong or whatever.
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And | said, "In the end -- in the end,
when you have to weigh, does this difference between
a hundred-and-twel ve pounds and a hundred-
and- si xt een pounds -- this four pounds of weight --
does this four pounds of weight -- will it make a
difference in your life? WIIl you stop heavi ng?"

And several of 'em said on the phone,
“"It'1l make all the difference in the world for me.
And | won't be getting on a horse dizzy. |It'Il bring
back a kind of enjoynment, a joy."

I nean these people live -- love to
get on these horses. That's why they do it. It'll
bring back a joy to their lives that they don't have.
And | think that that's a real fact.

Now, | understand the industry's
anxiety. | hope we've addressed it. | hope this

conprom se has addressed it. But sonetinmes you just

have to learn to get to "Yes." And | know ny
experience in the industry -- it's very hard for its
conponent parts to get to "Yes." People can only

seemto find their way to "No."

They can acknow edge the problem But
they just can't nove.

Now, | don't want to go over -- that's

clear evidence in the record that's uncontroverted
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about the effect of jockey -- on jockeys of -- of
these wei ght-control practices that are not
sustai nable. There's evidence in the record.

M. Shapiro made ne prove to him

how -- how human wei ght has increased over the |ast
hundred years. |In fact, human weight -- in the
presence of disease control and -- and better
nutrition, nore availability of food -- changes

extremely rapidly.

After World War |1, the Japanese were
the smal |l est people in the world. Wthin ten years,
t hey gai ned ei ght pounds -- ten years. The average
wei ght of a Japanese person gai ned ei ght pounds
because of the elimination of disease.

Peopl e have gotten bigger. People
have gotten basically healthier. There just aren't
as many snmall people. And we have a wei ght standard
that basically goes back to 1858 in the United
St ates, when people were very, very small conpared to
what they are now.

The California Medical Association,
the Nurses Association, the Anerican Dietetic
Associ ation, the Anmerican Col | ege of Sports Medicine
have all written in support of this fundanmental

change in the proposal. So that matter's
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uncontrovert ed.

So the issue remains, | think --
there's a couple of issues that, | think, remain:
"What will this do to the horse -- adding this two or
three or four pounds to the -- to the weight that the
horse carries? Wat will it do?"

Well, the fact of the matter is,
studied as this industry is, as wealthy as this

industry is, as nmuch tine as is devoted to this

as

i ndustry, there is not one peer-reviewed study that

can find in the entire world conducted by scientists

that even addresses this question -- that sonehow

addi ng a few pounds of weight to a horse every few

weeks when the horse rides for a nmnute or two,
some -- damages the horse or causes breakdowns.
There is no statistical evidence.

There is nothing. Nothing. So what we have is

adds

a

feeling, a sense that the horses will break down.

Now, let's |look at things practically.

These horses have exercise riders on them every

day

that may wei gh a hundred- and-forty, a hundred-and-

fifty, a hundred-and-sixty pounds, wearing heavi

equi pment, heavi er saddl es every day.

er

They may not be riding themat the

same speed that they're riding '"emin the race,

but
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then what do we have? W have the jockey getting on
with a few extra pounds of weight under this proposa
when the -- just when the horse races.

Who -- how -- how -- where are the
facts to suggest that that extra weight is going to
hurt the horse? 1In fact, we had the racing
secretaries in here | ast week saying, in certain
races, they can change it and there was no conpl aint
that that would hurt the horse.

(Sound system noi ses.)

CHAIR HARRIS: There it is again.

MR, BROAD: It's not ny cell phone.

AUDI ENCE MEMBER: Lie detector.

MR. BROAD: Anyway -- it's ny nother calling.

So | guess, in the end, what we're
left with is fears and kind of threats: "Racing is
going to end in California if we do this. People are
all going to | eave."

I don't think people are going to

leave. | think that they will stay. | think that,
if you adopt this proposal, nothing will really
change at all. [It'Il just -- it will just -- life
will go on.

| think other states will probably be

conpelled to go to a transparent system of weight.
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Ri ght before this neeting, a reporter asked ne,
"Well, really, isn't the end deal here that you can't
mani pul ate the wei ght of the equipnent in order to
make t he wei ght ?"

Umm -- a revelation. Yes. The

equi pnent is what it is. It weighs what it weighs.
Yeah. That's right. You will no |onger be able to
take ten pounds of equipnment and call it eight pounds

of equi prent or have cheating boots or have cheating
vests or have cheating other things in order to nake
t he wei ght.

You will have to be -- it will have to
be true. And | think that's okay. And | think the
bettors will understand, and | think the public wll
understand, and | think it's a better and fairer
system

| really -- | think you have to

understand that the jockeys view this Board and this

State as having -- being better than and nore
favorable to themthan any other State. And -- and
that's you -- this Board -- over nultiple versions of

this Board, over multiple gubernatoria
adm nistrations -- has showed great synpathy for the
j ockeys.

We appreciate that. W appreciate
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that the industry here, nmuch as we have our
difficulties and someti nes we have our fights -- we
appreciate that the industry here is nore progressive
than the industry in many other parts of the country.

Neverthel ess, we want to nmake this
happen here. | think it -- it's time. And | really
urge you to nove forward. | really appreciate the
time all of you have taken to | ook at this issue.
know that it's controversial. | know that people are
going to get up and say that "It's bad for this,
that, and the next reason."

But | think it's fair. | think it's
honest. | think it will work.

["11 just finish by saying, when we
started out this debate and we said there was ten
pounds of equi pnent, we were told over and over and
over again, "No, there's not. |It's only five pounds
of equi pment. There's not ten pounds of
equi pnment” -- that we were sonehow nmaki ng up the fact
that it was ten pounds of equi pnent 'cause everybody
believed it was five pounds of equi pnent because the
ot her five pounds of equi pnent doesn't show up on the
program So it didn't exist.

(Sound system noi ses.)

AUDI ENCE MEMBER: Radi oactivity.
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AUDI ENCE MEMBER:  You're radioactive
MR, BROAD: | don't have a cell phone.

Okay. It's not the cell phone. And
don't have a pacemaker yet; but nmaybe, with any nore
stress, | can get there.

So | think we've already begun to
reeducate the public. | know all of you were kind of
surprised that there was this additional five pounds
of equi pment that was out there in reality and that
wasn't showi ng up on the program

I think that that revelation is now
out there. Has the world come to on end? Has there
been a revolution of the bettors? Has anything
happened? 1It's out there. [It's been in the press.
Peopl e have reported it. They've discussed this
issue. | don't think it will matter. | think that
everything will actually be okay.

So |l et ne conclude by saying | thank
you for the opportunity to do this. 1'd like to get
to a resolution on this on behalf of the Jockeys
Quild. And | hope you can -- we can nove forward
with this proposal today. Thank you.

CHAIR HARRI' S:  Thank you, Barry. | think
you' ve been an excel |l ent advocate for this position.

Is it absolutely clear that the vast
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majority of your nmenbership -- your jockeys --

support this nove?

MR. BROAD: Yes. | nmean | talked to the board
yesterday. | know California jockeys have been --
have had -- have discussed this. Sone of the

California jockeys are, frankly, pissed off at the
| eadership of the Guild. And they're supportive of
it. | nean they understand the issue.

And | think that the jockey around the
country will view this as a major, major change for
the better.

COW SSI ONER MORETTI: M. Chairman, | know
there m ght be some other comments, but |'mready to
make a notion to approve this.

COW SSI ONER SHAPIRO:  1'11 second that
noti on.

CHAIR HARRI S: Okay. W got a notion and a
second.

I think now we need to open it for
comments so obviously --

COWM SSI ONER SHAPIRO: Can | -- can | --

CHAIR HARRIS: -- we've got a notion. \Wat is
the notion is to approve basically --

COW SSI ONER MORETTI: To raise the scal es of

wei ghts --
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CHAIR HARRI' S:  Yeah. The rule -- well --
COW SSI ONER SHAPI RO To revise Rule 1615 as
presented --
CHAI R HARRI S:  Yeah.
COW SSI ONER SHAPIRO.  -- to publish --
CHAIR HARRI'S:  Publish those rules for coment
and then get 'em back in 45 days. So we've got a
notion and a second. But | think we do need
addi ti onal conmment.
M. "Robi nson" (phonetic)?
MR, "ROBBI NS": "Tom Robbi ns" (phonetic),
Raci ng Secretary, Del Mar Thoroughbred Cl ub
We too want to seek resolution. And
there are several other racing secretaries present
today from Southern California. | still think
there's a |l ot of confusion out there. And what Barry
mentioned at the end -- that all of the jockeys are
supportive of this -- | don't think the jockeys
under st and what is being proposed.
| hear it constantly. W were
approached | ast sumrer at Del Mar by several jockeys
who said, "Could you explain to us what this is al
about ?"
And, yes, we did. W tried to,

anyway, in the stable area of Del Mar. And the next
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day, we got a letter fromthe attorney of the Jockeys
Qui |l d saying that we had called an illegal neeting
and "Please, never do that again." This was at the
request of the riders who didn't understand what was
goi ng on.

' m confused by what sone of these
amendments are. | don't understand what it neans to
elimnate scale of weights. | don't know what that
means. | wite the races in the condition book as
these gentl enmen do behind ne. And it's not rocket
science. But |I'mnot sure what they think they're
i ntending to do.

If the suggestion is that three year
olds are going to carry the sane weight as ol der
horses throughout the year, I'mnot in favor of it.
This industry should not be in favor of it.

What | woul d suggest, at the risk of
suggesting that we have another committee to | ook at
this, that's exactly what | would propose: This
group -- Conmi ssioners -- to sit down with racing
secretaries, jockeys, Guild representatives -- sit
down in a room and discuss all of these issues.

There's still, in nmy mnd, a lot of
confusion that -- it still exists today with this.

CHAIR HARRIS: Well, there will be tine for
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that. | think one of the issues is, though, that if
we -- if the Board, at sone tinme, doesn't act on
this, I think the Jockeys Guild intends to introduce
| egi sl ation and, fromwhat | have heard, that there
is a good |ikelihood they could get |egislation
effectively doing sonething pretty simlar to this.

I think one of the issues for the
i ndustry to consider is "Wuld you rather have the
CHRB regul ate the weight issue or have it
| egi slated?" | nean, regardless of the nerits of the
i ssues, | think that the CHRB nay be a better vehicle
‘cause it gives us a lot nore flexibility.

But | think we want to hear --
obvi ously, we want to get maxi mum di scussi on and
maxi nrum hopeful ly, negotiation between all parties.

COW SSI ONER SHAPIRO: M. Chairman, | have

spent considerable tinme on this issue with
di scussi ons and gone through this thing, word by
word, with M. Broad. And |I've also had
conversations and neetings with Darrell Haire, trying
to educate nmyself and also trying to | ook at the big
pi cture here.

As a horse owner, | certainly don't
like the notion of ny horse carrying nore weight. On

the other hand, when | | ook at the big picture here,
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we have 40 percent of the current jockey col ony,
which "rages" -- ranges in age from 16 up to
somewhere around 50 -- 40 percent of them are

i nduci ng thenselves to vomt.

Anot her 20 percent of them are either
sitting in a hot box for hours on end or taking
illegal drugs to nake the weight, including Lasix.

We have defrauded ourselves and the
public by not even correctly stating what the weight
is that the horse carries. | have always felt that,
when it said, "120 pounds,"” that's what the horse was
carrying. And, frankly, |'ve been deceived; and |I'm
upset that | didn't know that.

I think what is put before us today is
an effort to bring good health to our jockey col ony
because, frankly, while | agree that | don't want to
see any of my horses or anybody's horses hurt, for
that matter, weights have increased over the |ast few
years.

And, as you know, | was trying to get
a -- do sone analysis over the last few days, trying
to poll the racing secretaries to see what it is. W
can agree on only one thing -- that "rates" --
wei ghts have risen. And yet there is no correlation,

if you |l ook back five years -- the nunber of
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breakdowns or fatalities and rising weight.

Because, as M. Broad said, we have
track surfaces that are not -- have maybe not been
rebuilt as often and the base of the track surface
becones |ike concrete. W have riders that do
exercise in the norning at considerably higher
wei ghts. And while they're not going necessarily as
far and as fast, they're going pretty far; and
they're going pretty fast, if you look at the
wor kout s.

I don't think we have an option here.
I think that what this is saying is that we're going
to have the mnimumriding weight, except for
handi cap races, at a hundred sixteen pounds plus
there will be ten pounds of equipnent. |f you | ook
at today's races at Santa Anita, there is an average,
probably, of a hundred and twenty pounds assigned to
every horse that's entered -- sonme |ess, because of
apprentice all owances; sone nore, for whatever
reason.

But if you take the hundred and twenty
pounds and you add the five pounds of equipnent,
those horses are running with a hundred-and-
twenty-five pounds. \What we're proposing is that the

| ower "rate" -- the |lower weight be assigned down to
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a hundred and si xteen pounds, plus the ten, brings it
to a hundred-and-twenty-si x pounds.

And | applaud the racing secretaries
for trying to raise the "wide" -- the rider
weights -- that's a tongue twister -- | applaud you
for the efforts that you have made. But we can't
tolerate -- and |'ve heard the sane thing as Chairnman
Harris -- it's either going to be put on us, or we're
going to deal with it.

The | egi sl ature has been very cl ear
and the people | nmet with, when | was up in
Sacranento a few weeks ago -- this is a hotbed. And
we need to straighten up our own house. W need to
stop the deceiving in racing, across the board --
medi cation, all kinds of issues. But we have to
start with nmeking sure that the riders are healthy.

The notion of jockeys getting out
t here, weakened, because they've sat in a hot box is
just as dangerous as having a rider that -- that
caries a few nore pounds. Quite frankly, we're |ucky
that we don't have nore accidents.

So the human popul ation, as M. Broad
menti oned, has grown; and little did | ever know that
the Dutch people are the biggest people in the world.

But | got a plethora of information. And we have
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grown as a speci es.

So | can understand that maybe it's
confusing; but | don't think it really is if you say,
"The minimumriding weight, except for all owances,
apprentice all owances, and handicap races -- there's
where it starts.” Qur horses are already carrying
close to the weight that we're tal king about.

So | think that this has been
di scussed in August. | think that we -- unless we
are going to hear new testinony and new facts, that
it's time for this Board to act on it. And | think
that it should be passed.

There are plenty of issues | have with
t he Jockeys Guild. But I'mtalking about the
jockeys. And | think we owe it to the jockeys here
not to have theminducing thensel ves to being sick
and throwing up and that we have a healthy guy on top
of our horses.

MR "ROBBINS': And let nme say | applaud you
for looking at the larger picture, M. Shapiro. W
too, as well, are looking at the larger picture. W
have made a national effort --

COW SSI ONER SHAPI RO: | know.

MR, "ROBBINS": -- the racing secretaries --

totry to get the minimumup, in nost races, to a
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hundr ed- and- ei ght een pounds --

COW SSI ONER SHAPI RO -- and the --

MR, "ROBBINS": -- the sane nethodol ogy --
what they're proposing, but |ooking at the bigger
picture is we have a -- we have a state that's
teetering right now This industry is teetering.

And if we are going to be doing
sonmething different than any other state -- than
every other state in this country that has raci ng and
conpletely throwi ng handi capping on its ear because
these weights -- |I'mnot sure how they're going to be
presented in the racing form-- the material that our
pl ayers, our customers use to handicap races -- we
have a | ot of issues to discuss with this.

COWM SSI ONER SHAPI RO: Wel |, but -- but --

MR, "ROBBINS": But | to want to say that we
are all in favor of doing what's best for the human
athlete that is in our business. But we have to take
a real big look at this entire picture and what's
going on, on a conpetitive nature, with the rest of
the country.

And | woul d hope that the Jockeys
Gui ld has been making such an effort in other states
that they've nmade in California because we're not

hearing that.
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COW SSI ONER SHAPI RO Well, well, I wll tell
you | had a long and | engthy conversation with
M. Haire yesterday on that particular issue. As we
know, when you | ook at European wei ghts, and you | ook
at weights in Japan -- they publish the higher
weights that they're riding with. They do.

And we see it when horses cone in from
out of town, and we see these crazy weights --
hundr ed- and-forty-three pounds and so forth. So
we -- there are jurisdictions that are publishing the
true wei ght.

And | have been told by M. Haire --
and perhaps he will stand up -- he said that, once we
make this nove, that he believes that nost of the
other jurisdictions are going to fall in |line behind
us.

This is a national problem W're
taking the lead here. And | don't want us to be at a
conpetitive disadvantage. | certainly don't want to
see us | ose any nore horses. But the truth is that
they're riding with nearly these wei ghts anyway.
Let's just be honest with the public. W keep trying
to fool everybody.

MR, "ROBBINS": Well, the weights that are

bei ng suggested -- | heard two-, three-, four-pound
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increase. It's not going to be two, three, four
pounds. If they're suggesting that the scal e of
wei ghts be elimnated, that three year olds are going
to be carrying the same as ol der horses, we will | ose
three year olds --

COW SSI ONER SHAPI RO And how - -

CHAIR HARRIS: That would be up to the --

MR, "ROBBINS": ~-- April, My, and June --

Pardon me?

CHAIR HARRI' S: That would be up to the
racing -- the mni mum wei ght would be 116. You could
make the three year olds, 116; the ol der horses, 120
or whatever way you wanted to do it.

MR. "ROBBINS": Right. But if we're counting
all the weight in addition to what they want to do,
ol der horses are going to be in with 135 at certain
times of the year when they're running against three
year olds. W would love to not have to run three
year ol ds agai nst ol der horses.

But that's the nature of our business.

We can't fill separate three-year-old races at
certain times of the year and separate ol der-horse
races at certain times of the year. So all I'm
saying is there's still a lot of confusion out there.

| appreciate what you're trying to do.

104



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I think there are many nore questions that need to be
answered before we keep going down this path.

CHAIR HARRI'S: Do we have conments from some
of the other conm ssioners?

COWM SSI ONER MOSS: | think we've di scussed
this issue for a year. | mean how nuch | onger do we
have to take to get everybody together to cone to
sonme conclusion? | think it's up to us, as a Board,
to accomplish things. And we need the help of the
i ndustry to do that.

But when the industry is going to sit
around for a year before they conme to a decision on
somet hing as sensitive as this, | think it's wong.

I think we have to nove on and make a decision, and
we just have to live with it. And that's ny feeling
about it.

I think there should be a time limt
on these discussions because this is an industry
that's known to procrastinate and people are afraid
to make real decisions. That's what |'ve seen in ny
life in this industry. And that's why | feel that
I'"d like to go ahead with it.

MR, "HAMMERLY": “"lra Hamrerly" (phonetic)
from Santa Anita.

I think we need to go back to the
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basi c question is "Who are we doing this for?"
We're doing this for the riders;

correct?

COWM SSI ONER SHAPIRO:  Yes. We're doing it --

MR, "HAMMERLY": Isn't that the idea?

COW SSI ONER SHAPI RO:. -- for the health of
the riders.

MR. "HAMMERLY": Right.

COW SSI ONER SHAPI RO: That's correct

MR, "HAMMVERLY": Well, as Tom nentioned, we've

taken it upon ourselves -- when | say, "we" -- | say
the racing secretaries around the country have took
it upon themselves to nmake a change, which we started
doing this year at Santa Anita, which -- we raised
the m ni mum wei ght to 118, which is actually six
pounds nore than is in the rule book.

Since that time -- since that tine, |
have not had one conplaint fromany jockey in that
room Qur overweights on a daily basis have gone
down to alnobst nothing. So | ask this question
"Who are we doing this for?"

I think you owe it to yourselves and
think you owe it to the industry to go and talk to

these riders that are in the roomand see if they

have a problemw th the way things are bei ng done
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ri ght now before we go -- we walk off the cliff here
'cause this is a major, major thing that is being
intended to do here.

COW SSI ONER SHAPI RO M. Hammerly?

MR "HAMMERLY": Yes.

COW SSI ONER SHAPI RO We have spoken to sone
of the riders. And I, again -- | applaud you. And
have letters in front of me fromnearly every racing
secretary where you have nmade a very concerted
effort. What we're doing is we're sinply trying to
establish a mnimumriding weight and bring in
honesty into the program

We're trying to bring it so that their
body-fat levels are maintained at a healthy |evel.
Great. They're not conpl aining because they sit in
the box half the tinme? You' ve still got 40 percent
of themthat are inducing thenselves to vonmt.

Now, we're going to have -- if we vote
on this and the Board votes in favor of this, there
is a coment period. And, you know, you certainly
can come back with it. But as Comr ssion Mss just
said, how |long do we just wait around and keep
tal king and putting it off?

MR, "HAMMERLY": Well, ny question is we

haven't been addressed. Wy doesn't the Guild cone
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to us?

COW SSI ONER SHAPI RO Wel |, where have you
been?

MR, "HAMMERLY": Well, why hasn't the Guild

conme to us and try to sit down and work somnet hing

out ?

COW SSI ONER SHAPI RO This has been on the
agenda in -- you -- this has been on the agenda in
August. It was brought up --

CHAIR HARRIS: It was in July.

COW SSI ONER SHAPI RO It was brought up a
nonth ago. Okay? It has been going on for a year
If you haven't been in the room that's your fault,

not our fault.

MR. "HAMVERLY": |'ve been in the room |[|'ve
listened. | didn't think it would -- anything |ike
this would ever get this far. This is -- this is --

COWM SSI ONER SHAPI RO Well, that's the
problem That's right. That's the state of the
i ndustry. No one thought it would get this far
Well, it's here. Okay? And we still have jockeys
maki ng thensel ves sick, controlling animls that cost
a lot of noney and as -- nyself as a horse owner,
want to have a healthy guy up there, and | don't give

a dam if he wei ghs a couple pounds nore.
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MR "HAMMERLY": \Who is forcing this?
MR, "PANZER': "Martin Panzer" (phonetic) from
Hol | ywood Park Race Track.

And we did put the scale together, and
we tal ked to several racing secretaries throughout
the country to try to get them agree to increase
their weights in other parts of the country.

And in several occasions, the race
secretary said, "I don't have a problem M jockeys
here are not conpl ai ni ng about the weights. The
hor senen are not conpl ai ni ng about the weights."
That's in New York. That's in Chicago.

So it was very difficult for us to
even get themto go along with the two- or three-
pound i ncrease that we have put in place. At no
point -- we -- we want to work with the riders. W
want to work with the Guild. We want to work with
t he Board.

We would love to sit down with you
gentl enen and di scuss this. You say, "Nothing s been
done. "

No. We did take a step. W have
i ncreased our weights two or three pounds just in the
| ast couple nonths. And | think we're asking, you

know, "M. Mss or M. Shapiro, cone neet with us.
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Let us sit with the jockeys. Let us explain."

| don't understand this proposal
Li ke Tomry said, "There's no scale of weights
anynore?" |If there's no scales of weights, there
won't be racing here because you' re going have a four
year old in at a hundred-and-thirty-seven pounds and
a three year old in at a hundred and thirty-five in
April.

And | work for Hollywood Park. So
I -- in April, | need three year olds to run agai nst
ol der horses. And when you nmke that bottom wei ght
116 and add ten pounds of equi pment so the weight's
126, the ol der horses are going to be carrying a
hundr ed- and-thirty-seven pounds.

Well, guess what? The ol der horses
won't be here anynore because they're going to go to
Kentucky or New York, where they're going to be asked
to carry a hundred-and-twenty-four pounds.

If you' re and owner, M. Mss -- |
know you own horses -- do you want your four year old
carrying thirteen nore pounds in California?

You know, and we just -- | think
M. Robbins is asking, "Can we, as secretaries, sit
with the Board and the Guild and discuss, 'Here's

what happens in January. Here's what happens in
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April"?"

You're right. The weights today at
Santa Anita -- the average is a hundred-twenty
pounds. In April, that won't be the average because
three year olds will run against older. And we al

feel frustration with this. You are correct. This
has been going on for a long time now.

COW SSI ONER SHAPI RO M. Panzer, do you
think there's a problemin the jockeys' roonf

MR "PANZER': | think, for sone jockeys, yes,
there is.

COW SSI ONER SHAPI RO Okay. For "sone" or
nost ?

MR. "PANZER": | can't say whether it's for
"nmost." But | know this: Wen | got into the sport
ei ghteen years ago and | was working as a clerk in
the office at Santa Anita, there were riders that had
a problemthen. And the weights have conme up since
then. | think --

COW SSI ONER SHAPI RO Wl | --

MR, "PANZER': -- no natter what we put the
level at, sir, there is always going to be riders who
have a problemin that.

COW SSI ONER SHAPI RO  And that's why there's

a body-fat provision to it so that it may wash out
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sone guys, unfortunately. Mybe they've destroyed

their bodies to the point where they can't get down
to the right body fat -- | don't know -- or keep up
the right body fat. Ckay?

If -- if -- again, we're seeing that
we need to make these people healthy. Now, |
certainly woul d have thought that the racing
secretaries woul d have been involved in this before.

My suggestion to you is that, if the
Board -- and | have no idea if the Board's going to
approve this or not -- if we do, in the comment
period, I'mnore than willing to sit with you and
anybody else -- and | would invite the Jockeys CGuild
to be there too -- that, if there is some
nmodi fication to this that nmakes nore sense, |'m all
for it, as long as we're putting healthy people on
heal t hy horses.

MR. "PANZER': | agree with you. W don't
want a jockey out on the racetrack -- none of us
do -- that is not healthy. W would |ove the
opportunity to sit down and talk with you.

COWM SSI ONER SHAPI RO.  Perfect.

MR. "PANZER": | just -- as this is witten,
none of us understand it. And we have to wite the

races.
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Can you tel

me, M. Shapiro --

Chai rman Shapiro -- sorry, Chairman Harris -- what

does this nmean for the scale of weights?

that say? What does the ru
understand it.

COWM SSI ONER SHAPI RO

CHAIR HARRIS: Traditionally,

What does

e say? 'Cause we don't

We're essentially --

you really don't

use this. | nean you wite your own book. You
don't -- there is an old-tinme scale of weights that
isn't really used. | nean it's used as a reference,

but you can put whatever wei
dealing with this m ni num
But, like, ri

in your maiden races you're

ghts on. You're just

ght now, you're -- like,

assi gni ng a hundr ed-

twenty-two; so really that's a hundred-twenty-seven

with the -- if you add the other five pounds. So

MR. "PANZER': Right.

pounds isn't at issue here because they al

extra five pounds.
CHAI R HARRI S:  Yeah.

don't carry the extra ten.

But that extra five

Well, this way, you

carry the

MR. "PANZER': If you want to nmake it an issue

of whether we tell the public that they're carrying

five pounds, that's fine.

COWM SSI ONER SHAPI RO

So the hundred- and-

113



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

twenty-two goes down to a hundred-and-si xteen pl us
ten. That's a hundred-and-twenty-six.

MR, "PANZER': We've devel oped a scal e of
wei ghts. And Santa Anita's starting at the beginning
of the year. And the scale of weights is basically
"What will a three year old carry when he has to run
agai nst an ol der" --

CHAIR HARRI'S: Yeah. | think --

MR "PANZER': -- "different distances and
different tinmes of the year?" That's our question to
you. That's what |'m asking M. Shapiro.

What does this nmean? There's no scale
of wei ghts anynore?

CHAIR HARRI'S: | guess we'd have to stipul ate,
in that particular instance, that it does create a
problem But | think that the problemis that the --
there's other reasons that we need to do it.

MR. "PANZER': Thank you very nuch. |
appreci ate the opportunity to talk with you.

CHAIR HARRI S: Thank you.

MR, HALPERN: |'m butting in here because
have to run and saddle a horse. So |I hope you'l
excuse ny interrupting.

COW SSI ONER SHAPIRO:. Only if you win.

MR, HALPERN:. | can't guarantee that,
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fortunately. You know everybody here has the --
COW SSI ONER SPERRY: State your name, please
MR, HALPERN:. Ed Hal pern, California

Thor oughbred Trainers. Thank you.

Everybody here has the best of
intentions. | have no question about that. And
speaking for nmy organi zation, we don't have problens
with rmuch of the proposed |egislation or the proposed
rule. Certainly the correct stating of weights is
not a problemfor us. And certainly the 5 percent
body fat, which, in and it of itself, should solve
this problem-- we're not against.

Qur problemis with the hundred-and-

si xteen pounds. It's basically an arbitrary figure.
This is not a political issue. It's a scientific
i ssue.

And we ought to be consulting with
scientists who can give us the true answers or at
| east some indications of what the true answers are
about, whether you're tal king about a hundred and
fifteen, a hundred and si xteen, a hundred and
ei ghteen -- whatever it may be, given certain body
sizes and certain activities.

We do know one thing. The one bit of

real solid scientific evidence that we've given you

115



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

is some materials, that we provided last tine, that

said "Every weight, every pound that you add to a

horse adds to the danger of breakdown." Danger of
breakdown -- I'm not tal king about for the horse's
safety. |I'mtal king about for the rider's safety.

And if, in our nmagnani nous attenpts to
protect the jockeys, we kill a few each year or one
even, then we haven't done such a great service to
all the jockeys.

Switching gears here a little bit --
72 percent of the horses that are running today can
be ridden by jockeys who wei gh a hundred-and-fifteen
pounds. M point in saying that is, if a jockey
can't weigh that, maybe they should | eave some nounts
for other people.

We' ve got enough jockeys out there
that those that can't make the | ower weight -- those
horses can be covered by jockeys who can meke t hat
wei ght. And the body-fat rule would protect us in
that instance. Wy are we creating a nonopoly for
| arger jockeys when we have no indication that there
aren't enough smaller jockeys that can make the
wei ght confortably?

And when you tal k about jockeys al

being in favor of this -- and it's all hearsay, as
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are the other things we're hearing about what the
jockeys say -- I'mtold that many, if not nobst, of
the jockeys in Northern California have stated that
they're not in favor of this proposal, that they
don't have a -- see a problem

So based on that and based on nore
concern that's come out as |'ve listened to you talk,
I'"mvery concerned with the fact that sonme, if not
many of you, are stating that you're already made up
your mnd before this period of -- of comrent.

We have never had a proposal before
that said a hundred-and-si xteen pounds. And wi thout
knowi ng what that neans on the overall scale of
things and on its true effect in doing anything of
val ue, one should not have their m nd nade up.

And | plead with you to at | east
reserve that decision until you have sone
information. And | hope the Board woul d make an
effort to get that information as to whet her what
may -- what weight -- what weight can be carried
safely by people of different sizes. Thank you.
appreciate it.

CHAIR HARRI S: Thank you.
MR, COUTO  Drew Couto, Thoroughbred Owners of

California. 1'Il try to be brief
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There's obviously been a | ot of
di scussion about that. | think it's clear that
owners have, for a long tine, felt very conpassionate
about our riders. W're -- they end up being friends
of ours. We socialize. W're concerned about them
|'ve said many tines -- nmy brother was a rider here
in California -- rode for ten years.

I, too, have read everything submtted
by the Guild. And in all of the medical evidence
subm tted, there is not one figure for weight stated
in there -- not one. It all relates to percentage of
body fat. That is the key conmponent in determning
whet her or not someone is healthy -- is the body fat.

If we are concerned about protecting
these riders currently in the room a two-year w ndow
is not going to help soneone fit into that w ndow 24
months fromnow. |f their body fat is less than 5
percent today, it will not be 5 percent |ater on
They will not get there.

You're going to nake a decision, and
that's your right and obligation. W would ask that,
in the next 45 days -- if that is the period and you
make that decision today -- that you forman ad hoc
committee and that you invite riders and that we

actually do the work to figure out what this weight
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I'"d like to also clarify sonething
that | think M. Shapiro is saying -- that | hope no
one conmes out with a misconception about hiding
wei ghts fromthe public -- these additional five
pounds.

These additional five pounds represent
saf ety equi pnent that was added and i ntroduced in the
i ndustry to protect riders' health and safety. And
the riders did not want that included in the weight
they had to nake.

I think disclosure is a perfectly
wonder ful objective here, regardless of what happens
with the weight. But it wasn't an attenpt to deceive
the public. It was an attenpt to get the riders to
wear safety equi pnent without feeling penalized.

COW SSI ONER SHAPIRO: | appreciate that. |
understand that. |If you |l ook in the norning paper
it says, "Jockey weight." And what it should be
saying -- it's just a msconception --

MR. COUTO  Concur.

COWM SSI ONER SHAPI RO:  Okay.

MR. COUTG:  Concur with you on that
conpl etely.

COW SSI ONER SHAPI RO | understand.
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MR COUTO. We're not in disagreenent.

COWM SSI ONER SHAPIRO. | don't think --

MR, COUTO W' ve bel abored this, as you've
sai d, since August. But since August, the weights
have been raised twice. And | -- ny final coment
woul d be to you "Do not confuse 'nmninmumweight' with

'average wei ght because, while you are pointing out
that the average weight today is roughly a hundred-
and-twenty per program weight, the mninmum as stated
inthe rules, is 112.

You' ve got to realized that scale's
going to change. If your mininumis 126 and your
average today is 8 pounds above that, we're not
tal ki ng about an average of 125 or 126. You're
tal ki ng about an average of 134.

CHAIR HARRIS: Well, that's not the way it
woul d work, | don't think. But I think --

MR, COUTO  Unfortunately no one understands
how it would work. And that's one of the reasons why
we think an ad hoc conmittee --

CHAIR HARRI'S: | think that's the reason we
need to put it out for coment. W' re going to have
45 days that everyone can get their input. | nean
' m not prepared to absolutely say how I'mgoing to

vote for it when it cones back
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But | think we need to get it noving
along. | think all of you have to also decide if --
is it better to keep it at the CHRB | evel or have it
| egi sl ated?

MR. FRAVEL: M. Chairman, Craig Fravel, De
Mar Thor oughbred Cl ub
| don't speak for anyone but nyself.
But we're perfectly happy dealing with this in front
of the Racing Board. And, hopefully, you guys, in
the next 45 days, will take the tinme and effort to
consi der alternative suggestions.

| think one of the problens here is
that, in many instances, many of us have viewed this
as a "Take it or leave it" suggestion. W have
submtted coments in the past. Mny of 'em have not
been reflected in the revisions to the rule.

And | think, as a matter of fact,
there probably is nore commn ground here and comon
under st andi ng and common obj ective than the
conversation would | ead you to believe.

| have not spoken to anybody on the
racetrack side of the equation or the horsenmen's side
of the equation who has an objection to the 5 percent
body-fat issue, which, as far as | can tell, froma

heal th standpoint, is the npst pertinent issue.
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I would encourage you -- and I will
put this witing in nmuch greater detail in an attenpt
to bring sonme nedical testinmony to bear on the
subj ect when the rules come up for rehearing after
the 45-day comment peri od.

But there is a great deal of
scientific and medical information that's contained
in the NCAA sports nedicine guidelines, nmany of which
relate to accurate determn nations of body fat, how

that should be conducted, and how often it should be

done.

And the fact of the matter is, if you
read that information carefully, you'll discover
that -- that the way these rules are currently

written is going to be unmanageable froma nedi ca
standpoint in terns of how you accurately deterni ne
body fat.

| can tell you just -- | nean | |ove
our clerk of scales. They're nice people. They're

not capable of doing the scientific work that's

i nherent in finding -- and if you read these rules,
you will see a very definite -- deferent --
different -- different approach that the NCAA takes.

And | think they've spent a | ot nore

time on the subject -- unfortunately, | think that's
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a criticismof our industry -- than we have.
But if you take the NCAA wrestling,

for exanple, what they do is, before each westling

season, they'll take a westler. And they'l
determ ne his | owest healthy body weight -- | nean
that's not the termthey use -- but basically they'l

measure them weigh them

They' Il take hydrostatic neasurenents
and do a urinalysis so that they have proper |evels
of hydration which affects the | evel of body-fat
measur enent and the accuracy of it. And they'll say,
"Okay. For this particular westler, you can westle
at ' X' weight or above -- nothing below that for the
rest of the season.”

They only require it twice a year
because the nedical literature says, basically,
"Weekly, daily, nmonthly neasurenments are pretty much
irrelevant” because it's not the kind of thing that
nmoves that nuch. There's a natural course. It can
nove by virtue of hydration |evels but not by body
conposi tion changi ng.

So | guess ny point is | want urge the
Board to seriously take a | ook at these rules over
the next 45 days. Qur coments, when they are

submtted, are not with the intention of diverting
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your attention away from adopting then at all. |
think that's entirely the wong i npression to give or
to suggest.

What we're trying to do is get rules
that work for everybody. And right now, the way
these are going -- we're going to wite a rule that's
an exanple and a nodel for the rest of the country.
Let's give "emone that they actually will adopt
rather than one that they will just raise questions
about .

And | woul d hope that we could spend
some time with sone menbers of the Board, with the
Guild, with the riders, and cone to sone concl usions
on that in a way that will set an exanple that people
wi || adopt 'cause otherwi se what they'll do is | ook
at it and go, "We don't understand it. W' re not
going to bother with it."

And | think, then, California stands
al one; and not only don't we understand it, can't
enforce it, can't do it properly, but we're all set
back a little bit instead of trying to enhance the
cause. Thank you.

CHAIR HARRIS: | think it is inmportant that we
| ook at the body fat. That's one of the nmin reasons

that | like the rule is the 5 percent body-fat
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requi rement. We need to make sure that's neasured

correctly and there's a standard that everyone agrees

on so everyone can | ook at that and see how they can

devel op that actual |anguage.
MR. MARTEN. M ke Marten of the CHRB staff.
Because there woul d have to be some
added weight to bring jockeys up to the assigned

nunber in the race, we were |looking at the rule --

Page 2-B -- in the program would be "the conbined
total weight of the jockey -- comm -- any added
wei ght -- comma -- and the equi pnent."

CHAIR HARRI S:  Which rule?

MR. MARTEN: On Page 2 of the --

AUDI ENCE MEMBER:  Subsection C

COW SSI ONER SHAPIRO.  You're -- you're rig
M ke.

MR. MARTEN: Just add the words --

COWM SSI ONER SHAPI RO: -- "added wei ght."

CHAIR HARRIS: | see where you are.

COW SSI ONER SHAPI RO That's a good change

CHAIR HARRIS: Okay. Well, we're going to
have some tinme for everyone to review these, bring
t hem back.

Any ot her Conmi ssioners like to op

on this at this tinme?

ht ,

ne
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COMW SSIONER MOSS:  I'd just -- while we had a
nonment, maybe sonebody fromthe Guild could comment
on the issue of the body-fat issue while we're stil
tal ki ng about it.

MR. BROAD: Yes. Let nme just say that | take
exception to only one comment -- that those Teanster
clerk of scales are too dunmb to use scientific

equi pnment. And | represent them And they're very,

very smart.
Anyway - -
MR, FRAVEL: | didn't say they were "dunb."
MR, BROAD: Okay. Well, | won't say -- tel

"emyou said that. And everything will turn out
okay.

MR. FRAVEL: Ckay.

MR. BROAD: First of all, |'ve had extensive
conversations with Dr. "Seftel" (phonetic), who's the
track doctor up in the north who has consi derabl e
expertise. M suggestion to you is that, over the
next few weeks, that you have sone conversations with
him-- through your staff or yourselves or however
you want to do it -- to discuss this matter

VWhat Dr. Seftel points out is that --
and | think maybe npst of us know this just from our

experience as being a Honp sapiens -- it's actually
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pretty easy to gain weight. [It's not that hard to
do, you know. Like, you eat stuff. You eat things

that make you gain weight, and you can actually

gain -- you can gain weight, and you can gain wei ght
as body fat.

It's just absolutely -- it doesn't
happen overni ght -- but, boy, sone days it feels |like

it happens overnight. And it happens within a few
days. And the way the rule is conposed, there's kind
of a danger zone, a sort of, |ike, "Hey, you' ve
reached a certain point. You need to get it
corrected.”

The issue there is, "lIs there enough
time to get it corrected? Can sonebody bring up
their body-fat content to an appropriate |evel ?"

As to the question of types of
technol ogy, the Anmerican Dietetic Association wote a
letter to you in August at great |ength, about
different types of technol ogy that can be used.

There is the gold standard, if you will, which is
sort of an energent techni que, where you get in what

| ooks like a hot tub and there's a nmeasurenent that's
taken through el ectronic devices.

We felt that, should this be adopted,

that the Board staff would work out at the -- rather
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than trying to create a regulation that was
overprescriptive in that area, that the Board staff
woul d sit down, | ook at the scientific equipnent,
judge what scientific equi pment was appropriate, and
go fromthere.

It may be that there's an energing
requi renent at certain intervals; but, in
i nternmedi ate periods, you woul d want to use these
nor e- portabl e el ectronic devices. There's a |ot of
different ways to do that. | think, for exanple, you
could create a conmittee with Dr. Seftel and other
peopl e who are experts on this issue and sinply
deci de what is the appropriate way to do it.

So | think that's a fair question.

But | think you can go ahead and adopt this rule and
work out its detailed inplenentation afterward.
That's what is generally the Board's staff's duty
with regard to many issues. | nean | think

Ms. Fermin and her staff are perfectly capabl e of
figuring out how to do this.

Let me just also conment on one thing
because | do -- | do honestly take exception to this.
We net with the TOC way back. And I've had numerous
di scussions with the industry in which we said,

"Let's sit down and talk about it."
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And -- and on several occasions, they
said there was going to be a national solution to
this problem That national solution, whatever it
is, did not involve any conversation with us. And it
was a conversation anmong racing secretaries or -- |
don't know what it was.

The -- at the August hearing --
afterward, | was approached, again. "Yeah. W're
going to get together in the next couple of weeks.
We're going to work this thing out.”

| said, "No problem We'Ill go
anywhere. We'll fly anywhere. We'Il do whatever we
need to do to work this out."

The plain fact of the matter is,
however, horse racing is regulated state by state.

It is not regulated by sone national horse racing
commi ssion. So things happen state by state.

Now, you all read in the paper just
yest erday a whol e bunch of things were going on in
Kentucky with regard to jockeys and workers' conp.
And then these things happen in different places, in
di fferent ways.

If the United States Congress wanted
horse racing to be a national regulated nodel with a

nati onal system it would have created it. So we
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have to -- it's a state system And we,
unfortunately, are going to have to live with that.
Sonebody is going -- well, we can take this on the
road, once it gets adopted; but we can't -- we get
nowhere if we don't start sonmewhere.

And -- and -- but we're willing now,
as we have been at any nonent in the |last year, to
sit down with the industry and to discuss this. You

know, | don't know that | would characterize it as "a
take-it-or-leave-it approach.”

If you're saying, "No. W' re not
going to begin the discussion with -- let's not do
it," that's not -- that won't work for us. W have
some basic things that we want to acconplish. We
told themall along that we were open to how we will
acconplish them That discussion has not gone
forward.

| do believe that this proposa
actually is well understood -- in fact, naybe all -
too-wel |l understood. It's very clear. | think maybe
people don't like it. But it's clear. And, you
know, | -- | don't know what to do about that. But
that's nmy view of it.

COW SSI ONER SHAPI RO. M. Broad, would you at

| east agree that you and M. Haire will sit down with

130



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the racing secretaries, as a group, and nmeet to go
over with themtheir concerns about understanding it
and also listening to their concerns about the three
year ol ds versus the four year olds and the scal e of
wei ght s?

Do you have any problem doing that --

MR, BROAD: Absolutely not.

COWM SSI ONER SHAPIRO:  -- within the next 30
days?

MR, BROAD: Absolutely not. And I will give
themall my card. W can sit down and talk at any
monment. | do think that | would only ask that they
approach it with "How will we nmake the rul e work?"
not "How do we not do it?" That's not --

COWM SSI ONER SHAPI RO | think they --
heard, from each and every one of 'emand from
M. Fravel, that's their intent, that's their desire.
So I"'mgoing to take them at face value, sane as |I'm
going to take you at face value, but insist that
there be sone neetings to work this out and to listen
to them W need their input.

CHAIR HARRI S: Okay. Well, let's --

MR. "HAIRE': Good norning, M. Harris. 1'd
just like to say one thing. And that is that | sat

with M. Robbins -- Tom Robbins -- at Del Mar two

131



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

summers ago. And we tal ked about what -- "Well, what
are you going to do with the handi caps, Darrell?
They can't be the sanme.”

So we made a conpromi se here all the
way around. And this is bal oney, because the
riders --

COW SSI ONER SHAPIRO: M. Haire --

MR, "HAIRE": -- throughout the country --

COW SSI ONER SHAPI RO M. Haire?

MR "HAIRE": Yes?

COW SSI ONER SHAPI RO That's not noving it
forward. Ckay?

MR, "HAIRE": Yes, sir.

COWM SSI ONER SHAPI RO:  That's not productive.
Okay? They've agreed. It doesn't matter what
happened in the past. It's on us now.

CHAIR HARRIS: Okay. So let's nmove on. W've
basically what we're doing now is putting it out for
the comrent period so people can talk about it. The
March meeting is at Bay Meadows.

And Dr. Seftel is really a wealth of
i nformati on on jockey health. And it would be
hel pful -- maybe the day before that nmeet, we could
have a neeting with him [|f anybody wanted to be

there, he could review sone of the issues.
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COW SSIONER MOSS:  As it is, just to have it
be accepted -- if | may say, John -- just to have an
accepted way of neasuring this body-fat issue -- that
could be resolved by the tinme of the --

CHAIR HARRIS: | kind of |ike the idea of
being a little vague where we've got the flexibility
of figuring out the best way to do it rather than,
you know, have Method X and then decide that's not
the state of the art.

MR "HARMON': "M ke Harnmon" (phonetic) with
Santa Anita.

M ght | recommend that the neeting
that we have with the "Jocks" CGuild between the
raci ng secretaries -- that other factions of the
i ndustry are also there such the TOC, CIT, and maybe
even sone Conmmi ssi oners?

CHAIR HARRI'S: Yeah. That woul d be good.

COWM SSI ONER SHAPI RO: That's fi ne.

MR, "HARMON': Thank you.

CHAIR HARRIS: Okay. W've got a notion.

COWM SSI ONER SHAPIRO:  1'Il second it

CHAIR HARRI'S: It's been noved and seconded.

Al in favor?

COWM SSI ONERS VO CES:  Aye.

CHAIR HARRIS: The next itemis a report by
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L. A County Fair on future plans for the racing
facility.

MR. "HENWOOD': M. Chairman and Menbers of
t he Conmi ssion, nmy nanme's "Ji m Henwood" (phonetic).
' m President of the Los Angeles County Fair
Associ ati on.

Separate fromthis presentation, |'ve
sent each of you a package of material that support
the inclusion of one of the drawi ngs that includes
this one here. In front of you, you are seei ng what

is a expanded version of a five-eighths-nmle surface

to a one-nile dirt surface with a turf -- a seven-
eighths-mle turf -- that includes a chute -- that
will make it a m|e-and-a-sixteenth chute.

The design of this -- this plan was

brought forward by "Gordon Gong" (phonetic), whose
firmrepresents us, Del Mar, "Keenland" (phonetic),
and ot her racing businesses around the worl d.

And the teamthat kind of put this
package together includes nmenbers of our staff, Tom
Robbi ns, and other nenbers of the racing industry,

i ncluding "Steve Wods" (phonetic) who does work at
Fai rpl ex Park.
They're here to respond to any

guestions that you might have. Wat you're seeing is
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a -- an unconventional "grid" -- "turn" system where
it has a mle on this side and a one-and-an-ei ghth
mle on that side.

It's nmore -- it's nmore like a
graduat ed backstretch -- a softer, nore forgiving
backstretch with a conventional "front stretch turn."
And we are presently taking this plan around to the
i ndustry. Last week, we nmet with the trainers. It
was received very wel |

We received very constructive dial ogue
concerni ng housing for personnel in the backside,
recreational activities, viewing |ocations for owners
and trainers of their horses -- things of this
nature. And generally they thought the track | ayout
was a good one.

We al so are neeting next nonth with
the TOC to give themsimlar presentation of this and
go through the entire plan. Two weeks ago, we net
with the racing industry. There is a strong build of
consensus in the racing industry here in Southern
California for a centralized training facility. W
woul d Iike to have the industry | ook at Fairplex Park
as an opportunity.

I think you all know we are a not-

for-profit organization. W "own Perris" (phonetic)
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t hrough an LLC, but still it's a not-for-profit
organi zation reporting into the hol ding conpany --
excuse ne -- as a not-for-profit. And we would | ook
forward to the opportunity of | ooking at this
facility as a central training facility.

The facility can accommbdate up to
about 2,000 stalls. | think that's far greater than
perhaps the industry needs or even a training center
can rightly serve. W are |ooking at a doubl e-
decki ng-a- barn concept, which is a very interesting
one.

Because of the topography of our |and,
t he upper deck -- the horse would conme in at grade,
but there would be a "hundred stall of barns”
(phonetic) with 14 -- quote -- "wal k-in areas" that
woul d be nmore |ike an eastern barn setup, which is
simlar to our design of our "Ferris" (phonetic) barn
except it's alittle bit |arger

But you cone in on the upper |evel on
one side, and you cone in on the lower |level on the
other. They would be open for comon ventil ation.
They woul d not have to be artificially ventilated.
There would be light and air noving through the barn
ar eas.

W think it would be a very attractive
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solution and a very | ogical solution, given the |and
i ssues as we know of them and the chall enges we face
with the amount of | and we have.

This plan represents the nost cost
effective in the dollars and in the [and use that we
could possibly bring forward to you. We'd like to
keep your -- this Board updated fromtine to tinme on
it.

Ri ght now, the industry is working
with us in evaluating costs and what all of this
i ncludes. And we'll be com ng back to you fromtine
totime with reports. As far as a tine of
constructing of this, our board has asked us to seek
i ndustry opinion and support of this type of project
in order for themto take it under consideration

You'll all recall last year -- and
while you can't take formal positions -- | think we
were all encouraged by SB 1227. That would all ow us
to use a portion of our takeout to -- and handle --
to support financing of the one-nmile track expansion,
whi ch was Phase | of this project. And that's a $30
mllion challenge.

We are trying to determ ne where the
i ndustry sits as it relates to the overall need for

us to go to a one-mle track before our board
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considers it. And | think the way it's going, |
think in the interests of the industry, perhaps
having a central training facility -- all of that may
come together at the same tine.

I know you have a | ot on your agenda
today. I'mtrying to make it as quickly and clearly
as possible for you.

CHAIR HARRIS: W appreciate that. It's a

very exciting proposal. |I'mvery pleased that you're
doing it. Anything that we can do to help, |I'm sure
we'd be very willing to do.

MR, "HENWOOD': Thank you.

CHAIR HARRI'S: The next itemis discussion and
action regarding Capitol Racing. Now, as |
understand it, there may be have been sone proposals
to resolve this, which --

Wuld you like to discuss this,
Conmi ssi oner Shapiro?

COW SSI ONER SHAPI RO Yeah. As part of the
di scussion items that |'ve had with Capito
Harness -- originally, at the last neeting, | was
upset with the bal ance sheet that was provided to
us -- of the financial statenents, only a bal ance
sheet was presented.

| had a neeting with M. Bieri and
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M. Horowitz. M. Bieri was very forthcom ng. And
he shared with ne his personal financial statement --
sonmet hing that he does not choose to nake a public
record, and | can't say as | blanme him

Furthernore, he has delivered, to ne,
a letter fromhis accountant that certifies his net
worth as a acceptable level, which I'Il distribute or
we'll distribute it to the Board.

Wth respect to the letter of credit,
it was brought to our attention that, technically, it
was deficient. There have been di scussions with
M. Bieri's counsel and Derry Knight. And a new
letter of credit has been presented to us and is
sati sfactory.

DEPUTY ATTORNEY GENERAL KNI GHT: That's
correct.

CHAIR HARRI S: Okay. Go ahead.

COW SSI ONER SHAPIRO: At this tine, all of
the i ssues and di screpanci es have been resolved with
respect to paynents that were nade pursuant to the
| aw and their appropriate allocations.

The only thing that renains a note in
our packet was that it appeared that Capitol had
incorrectly withheld $1.1 nillion fromthe harness

purses over the last few years, which relates to an
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accunul at ed overpaynent of purses that Capito
"needs" of approximately 2.1 mllion and that this
adj ust rent woul d reduce the overpaynent by slightly
nore than half.

We have received a letter fromthe
past president of the California Harness Horsenen's
Association, | think; and as we will -- as you wl|
recall, that significant noni es were advanced for --
by Capitol because of various issues and disputes
with Los Al anmtos.

And | think that |, personally, have
been satisfied that they have, in fact, spent the
noney they were required to spend and that the nonies
t hat was expended was with the understanding with the
horsenen that it was to go -- would be repaid on the
overpai d purses.

So at this tinme, | don't have any
issues on this matter.

CHAIR HARRI S: Ckay. Does anybody have any
conment on this?

MR, KENNEY: Ben -- Ben Kenney, K-e-n-n-e-y,
President of the California Harness Horsenmen's
Associ ati on.

Now -- I'msorry -- Commi ssioner

Shapiro, are you referring to the pronoti on noney?
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COW SSI ONER SHAPI RO: Yes.

MR. KENNEY: Ckay. You know, you may be
satisfied. |1'mnot satisfied. | have asked severa
times that we get sone information on this --
anything. | don't know what docunents you have that
we don't have that we've asked for

Furthernmore, we've not received 'em
This is the horsenen's nmoney. | know you do have an
interest in seeing to the benefit of the horsenen.

But we haven't seen it.

Furthernore, we did have a neeting two
weeks ago, like | told you. Before that neeting,

M. Neunei ster, the forner president, cane to ne and
asked nme to sign a letter that he had prepared in ny
name. | would not sign that letter. | refused to
sign that letter. And | will distribute this letter
to you today.

If, in fact, this is all on the up and
up, | don't understand why we can't get anything that
shows a breakdown of these nonies that the horsenen
spent along with Capitol in pronotions.

COW SSI ONER SHAPI RO Perhaps M. Bieri or
M. Horowitz could answer that, then.
MR BIERI: |'mtenpted to enpty nmy pockets so

it doesn't click. M nanme is Steve Bieri, B-i-e-r-i
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And |'m here for Capitol Racing.

| apologize. 1've got a chronic
cough. You probably were disturbed by that. So I'l
keep ny bottle of water nearby.

As it relates to what Ben Kenney is
saying -- he and | have not spoken about that. And
just as in the past, every tinme that you fol ks have
asked us to produce sonething or go through
sonething, we do. And I'd be nore than pleased to
gi ve what ever docunentati on Ben believes that he
needs.

We went through and | ooked at our
records. And we've spent, during this time frane,
nearly $3 mllion in pronotional activities, be it
advertising on track or other things related to it,
of which there's a mllion dollars that they're
tal ki ng about and an additional 2 million of ours.

And we'd be glad to go through any of
that. As | say, Ben and | have not spoken to this.
But we'd be nore than pleased to sit down with himor
any of his representatives at any tine or have him
come himand audit. W' ve been audited on our
purses. W've been audited on other things. W are
a transparent conpany, and we have no troubl e going

t hrough this again.
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It's easy to trace, easy to see

MR, REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

M. Bieri is correct. | have had ny
assistant work back to 1997. And he tells nme that
there is about $3 million in question -- so that we
know that it's $3 mllion we're tal king about, the
issue is howis it to be split? At what point in
time was it split? Was it not split? That's the
only issue that really remains at this point.

I think that's what M. Kenney was
kind of referring to.

MR. BIERI: Yeah. The noney canme fromthe
pronoti onal area of the satellite, where it was to be
distributed -- it was used by the harness industry in
promoting the events.

And over the | ast several years, you
can see that while, unfortunately, our crowds have
not junped through the roof, our handles, up unti
recently with the action of what Los Al did, were
clinmbing. And we were doing better

Now, we've taken -- we've gone in
reverse there. But bottomline is we -- we haven't
spent anything inproperly. And our books are open to

anybody to conme in and inspect it at any tine during
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our normal business hours.

CHAIR HARRIS: Could we have our

staff sort of

work with you and owners' representatives and whoever

is involved to --

MR. BIERI: Sure. Anytine.

we're just down the hall and up one from your

And CHHA is just across the street.

The nice thing --

peopl e.

Be glad to set

that up at anybody's earliest conveni ence and go

through it, itemby item

CHAIR HARRI S: That woul d be good.

MR, BIERI: Thank you.

MR, REAGAN: We'Il nmke those arrangenents.

MR. NEUMEI STER: My nane is David Neuneister

N-e-u-me-i-s-t-e-r.

Up until last year, | was the
presi dent of the Horsenmen's Association. And it
nmy letter that M. Shapiro referred to. | am not

sure of what docunents M. Kenney was asking for

But if it's a witten docunent

reflecting an agreenent between the Horsenen's

Associ ati on and Capitol Racing concerning this

one-hal f percent of the handle, there wll

be found.

As | conceded in that

agreenent that we had with Capito

| etter,

when |

any

say

is

be none to
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we," | nmean "the Horsenen's Association" -- with
Capitol was never reduced to witing.

This half percent that we're talking

about, which, over the last -- | don't know how
many -- | can't count how many years now -- adds up
to two or $3 mllion between the two associations --

used to -- used to be controlled by SCOTW NC.

At sone point, both Los Alanitos and
Cal Expo or Capitol ran a bill that took a half
percent of that noney that used to be that -- the
SCOTW NC noney, as |I'msure | don't need to tell you,
is all used for pronotion, one way or another

At sonme point, both the harness
i ndustry and the quarter horse industry were given
the discretion to take one half of 1 percent of the
handl e and have the option of, perhaps, not using it
for pronotion anynore.

I know that at one point, when -- |
can't honestly renmenber -- but | was president of the
association at the time -- but | do renenber the
di scussion concerning the legislation. And all
remenber is that we all thought -- and when | say
"all" of us, | nean ny board and Capitol -- thought
it was good idea for us to control that noney for

promotion instead of leaving it to SCOTW NC or havi ng

145



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

to ask for it for SCOTW NC

This is not -- this is not a question
of noney that was previously used for sone other
pur pose than pronotion and taken fromthe purse pool
It is noney that had al ways been used for pronotion
and by nutual agreement, although not in witing, by
our association and Capitol

We decided to continue to use that
noney for pronotion. So it is true that we -- that
we coul d have, between us, decided to do sonething
else with that noney. W could have split it. Half
of it could have gone to purses. Half of it could' ve
gone to conmissions. W could have spent it on a
Christmas party, as far as | know, by reading the
statute.

The statute just says that half a
percent is to be disposed of according to a witten
agreenent between the racing association and the
horsenen's association. W, at sone point, decided
to continue using it for pronmotion. It was never
reduced to witing. That was our mistake. So
technically, yes, we violated the statute

If we're tal king about intent, whether
anybody was -- | mean no noney was stolen. All of

that nmoney, as | understand it -- the half percent
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has a separate trail. Al of it has always been
spent on pronotion.

But if sonebody wants a docunent
this -- that that is going to specify this agreenent
or specific notion that was nade at sone particul ar
year, | can't tell you when or how it was done. Al
| can do is tell you that | renmenber when the
| egislation ran and | renmenber we thought it was a
good idea at the tinme.

CHAIR HARRI S: Let's have our staff look at it
and see if there's anything that can be resol ved.

Let's -- M. Bardis?

MR. BARDI S: Yeah. | had --

["msorry. M name is Chris Bardis,
B-a-r-d-i-s.

-- a few comments. M. Shapiro, |
don't want to be disrespectful, but | take issue with
your analysis. First of all, the promotion fund goes
back to 1997. And |I've supplied you, through the
mai |, and other Board Members with a |ist of the
anounts for Cal endar Year 1997 through 2004.

The total amount is $2,985,000. That
nmoney, with accrued interest, is somewhere in the
excess of $4 mllion. And you would accrue interest

on that.
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Let nme point out sonething else to
you. From 1997 to 2001, there was an underpaynent of
purses. As a matter of fact, in -- | think it's
2001, the underpaynent of purses was in the
nei ghbor hood of $766, 000.

And | can tell you why there is an
under paynment of purses from 1997 to 2001 'cause, if
you | ook at their financial statenments from 1997 to
2001, it does not reflect a dollar of overpaynents,
whi ch neans there's underpaynents.

And if you look at their financia
statements at that period of tine, you will find
there were receivables from SCOTWNC and Advance
Deposit Wagering, et cetera, that are substantial.

There are shown as an asset -- an
asset. There is no corresponding liability and that
the fact that 50 percent of those are owed to the
horsenen -- very critical. Those dollars should have
been distri buted.

If you look at your application for a

racing neet, it says that, if there was an

over paynent of purses and it's nore than, | think
the average daily purses paid, it will be
"prorataral ly" (phonetic) distributed -- distributed.

Those dol | ars shoul d have been distributed up to
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2001. Granted. There is an overpaynent of purses in

2001 and 2002.

So | amtelling you -- and | also wll
tell you this: There is a lawsuit -- a lawsuit has
been filed on this issue. And it will be resolved in
the courts 'cause, quite frankly, | don't think it's

going to be resol ved here.
I don't think you can take those

dollars and say, "Oh, we're going to reduce it from

the purse account."” The purse account is a sacred
account. | nean, if you look at law, you will find
that the | aw says the purse account -- you can carry

an overpaynment forward for the next cal endar year
These are different -- carry, carry, carry.

And | don't think that they're doing
that properly. The |aw al so suggests that it will be
reasonabl e. An overpaynent of purses of $2 nmillion
is not reasonabl e when your total purse pool is |ess
than $8 nmillion or around $8 nmillion

More inportantly -- that troubled ne.
And t he overpaynent of the purses troubled nme, and
that may be the subject of a second litigation

There is $4.3 mllion of disputed
i mpact fees. And | ask you where those funds are.

You will tell me, "I have a bond, and | have a letter

149



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of credit, and that represents $2 mllion."

| say, "Garbage."” And I'Il tell you
why. Because the pool -- $4.3 mllion -- 50 percent
of that is horsenen's noney. And they haven't seen a
dime of it. It's in the Capitol account. So what
I"'mtelling you now -- of that $4 mllion, one half
of it belongs to the horsenen.

In addition to that one half that
bel ongs to the horsenen, $2 mllion belongs to the
horsenmen fromthe pronotion fund. |In addition to
that, Los Al amitos has about $1, 800,000 on hand that
is tied up as a result of this litigation. That,

t oo, belongs to the horsenen.

The horsemen are starving. They're
starving in Sacramento. They can't pay their bills.
And there's $6 mllion of assets they can't get their
hands on. It's crimnal

And it's tinme you really stood tal
and did sonething about it. And | -- | was shocked
to find that the $4.3 nmillion in dispute -- none of
it was paid in purses.

Then if you go to their financia
statenments, you will find a conment that basically
says, if they lose in the litigation, the horsenen be

responsi ble for 50 -- for 50 percent. That's a
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fallacy. The horsemen have never seen a dinme of that
noney.

And | want to get through this, back
to this pronmotion part. The lawis very clear --
very clear: A witten agreenment, signed by both
parties, annually. Very clear

The horsenen's contract says, "If a --
if there is any oral or witten agreenent
out standi ng, they are superseded by this agreenent."

There is no agreenent. There never

will be agreenents. And | -- in regard to al
concerned -- what's going to happen with that
litigation? | don't like getting into litigation.

But things just don't get done.

The purse pool is nmismanaged. |It's --
and | think it just is wong to be carrying that
forward on a cumnul ative basis. These financia
statenments are a disaster.

You are allowi ng an individual to take
trust fund noney -- trust fund noney -- that he
doesn't even know that it belongs to him put up a
letter of contract and a bond, and say, "That's okay.
Go use the funds.”

The horsenen's account is not a

banki ng account. Those funds shoul d be deposited
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with this Racing Comm ssion and every dollar that is
owed. And it's not -- | really feel that it's your
duty and your responsibility to do that. They should
be accruing interest. And that interest should go to
the prevailing party.

Ri ght now, the prevailing party is Los
Al ami tos Racecourse. They don't have the npney.
Capitol Racing has it. They've got a couple of
letters of credit. They may or may not be cashed

because they're got all kinds of conditions on 'em
It is crazy that you are allow ng

noney that is disputed to be covered by bonds from

sonmebody who, when he needs it, uses it. | would
love to be in that position. | would |ove to take
the purse pool npbney and noney -- and use that noney

with no interest and go out and use it.

I nean what you're doing is wong.
VWhat the Conmission is doing is wong. Wat he is
doing is wwong. And it's tinme you stood up tall and
started to correct it.

Thank you. |'m happy to answer any
questions. |f anybody doesn't think I'mright, you
coul d ask your staff.

CHAIR HARRI S: Thank you.

MR. KENNEY: Ben Kenney, President CHHA.
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Let ne respond very quickly to M.

Neunei ster's conment about it being a verba

agreenent. |'ve been on the board for the |ast three
years. | have no idea the -- M. "English"
(phonetic) sent me a letter, | think, dated Decenber
15.

|'ve been on that board three years --

three years. W don't know anything about this --

zero. We wanted to be -- vote -- we didn't have
anyt hi ng.

Furthernore, | have been president for
the last year. | don't know how | ong M.

Neurei ster's verbal agreement with the operator
lasted. | don't knowif it's 08 or 09 or "010."
Certainly I did not have a verbal agreement. W do
have an agreenent going forward in our contract. But
I had no verbal agreenent. So I'mstill so confused
on this issue.

MR. "SCHI FFER': Good afternoon. "Dan
Schiffer," I'"'mthe counsel for the Pacific Quarter
Hor se Raci ng Associ ati on.

And |'ve been before this Board
nunerous times. | have a whole different bent on
this issue, and that's the issue between Los Al anitos

and the horsenmen and the ruling of the Board of My
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12 of 2003.

And | heard, with interest, M.
Shapiro's introductory statenent. And | don't quite
understand what he's saying. |If M. Bieri's persona
assets are so substantial, am| to understand that he
gave a personal guarantee of the debt from--

COW SSI ONER SHAPI RO No.

MR. "SCHI FFER': Because, really, that's the
key issue is, if he's going to guarantee the debt and
he has those assets, | think that the horsemen and
Los Alamitos would feel far nore confortable -- 1've
suggested that to the Board, both in August and a
letter to them-- in a letter to M. Reagan in
January.

My second point being that the letter
of credit that has supposedly been revised and
approved by the Attorney General's office -- to ny
know edge, | know ny office hasn't seen that revised
letter of credit. | don't believe Los Alanmitos has
seen that revised letter of credit.

After all, we are the affected parties
by the validity of that docunent. And certainly we
shoul d be entitled to have a | ook and make our own
deterni nati on and address the Board if we feel that

that is not an adequate docunent.

154



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The final thing is -- and assum ng
that we don't believe that that letter of credit is
sufficient, as we didn't believe the |ast one was, at
present, there is a shortfall of $787,000 in
security for the debt that's nowin litigation.

G ven what has been said here today --
the questions and the viability of this Capito
racing, we really strongly urge that the Board not
al l ow t he Capitol SCOTW NC funds be distributed to
Capitol.

They haven't applied for a license to
continue harness racing at -- in Sacranmento. They
are really not going to be a viable nponeymaki ng
conmpany once they cease to do that. And we need
security for that debt, if they're not naking the
noney that they need to service this debt that's
going to cone due at the end of the litigation

SCOTW NC noney, not the horsenen's end
of it but the Capitol's end of that SCOTW NC noney,
is subject to the Horse Racing Board's control. W
urge the Horse Racing Board not to rel ease those
nmoni es to Capitol pending the outconme of this
[itigation. Thank you.

MR, ENGLISH M nane is Richard English. [|'m

a C.P.A for Los Al am tos Racecourse, anpng ot her
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clients.

And 1'd Iike to point out two itens.
One is in the last letter of credit posted by Capito
Raci ng as alleged security. It listed several itens
that would conme into play before their bond
paynment -- before their letter of credit canme into
play. It listed the $500,000 transferred to Los
Alamitos. It listed the noney on deposit with the
CHRB. It listed the purses being held by Los
Al ami t os

What it did not mention was the
mllion-dollar bond supposedly placed by Capitol the
year before. | was wondering if the Board or the
staff has confirmed in witing that that prior bond
is still in existence.

DEPUTY ATTORNEY GENERAL KNI GHT: Two bonds?

MR. ENGLISH: Yes. There's two -- there

shoul d be two bonds -- froma year ago, when this
first cane up -- or a year and a half ago, Capito
put up a bond for a mllion dollars. |It's supposed

to be ongoi ng.

DEPUTY ATTORNEY GENERAL KNI GHT: Right.

MR. ENGLISH: A letter of credit that was
filed the last tine didn't nmention that as a prior --

prior person to pay in case the case went to
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conpl eti on.

I"msurprised that they didn't nention
that. |In fact, | thought, if it was still in
exi stence, they surely would have said what their
position would be after that prior bond was paid.
The fact that it wasn't nentioned in that bond raises
the question in ny mnd, "lIs that other bond still in
exi stence?"

I was just wondering if the Board has
determined if it is.

MR, REAGAN:. Conmi ssioners, John Reagan.
We do have that bond on file in

Sacramento. We will confirmin witing that it is

still in existence. But at this point, we have
assuned that it is. But we will certainly confirm
t hat .

CHAIR HARRI'S: This is a different bond than
the ot her one?

MR. REAGAN:. Yeah. Well, there was an
original bond fromlast April and then -- for a
mllion. A bond for a million. And now we have a
letter of credit for an additional mllion. So we
had -- we still have the bond on file. It's still in
effect, as far as we know. But we will certainly

confirmthat in witing for you and for al
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interested parties.

CHAIR HARRIS: This is a pretty confusing
i ssue.

MR. ENGLI SH: Yes, it is.

CHAIR HARRI'S: But if we could have our staff
sort it out and report back to us just exactly where
everything is.

MR. ENGLI SH: There is another issue --
Conmi ssi oner Shapiro mentioned it -- all the other
accounting i ssues have been resolved. 1In the staff
write-up on Item6, it nentioned about the accounting
fromthe SCOTW NC fund.

And their conment ends up by saying,
"The nmoney is then split between Capitol and purses
and staff and the -- split between Capitol and
purses. Staff has found -- has found that Capito
has properly distributed the nmoney."

My letter to the Board in Decenber
never said that they didn't distribute it properly.
What | said in that letter was that they reported and
reflected the purse nonths after the end of the neet.
What they did during the course of the neet is they
made no provision for that. By doing that, that
significantly understates the purses earned during

t he neet.
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| spoke to "M ke Gurst" (phonetic) of
Del Mar, Eual Watt of Hollywood Park, and "W/ son
Shirley" (phonetic) who works at the TOC. And |'ve
done it for years at Los Alanitos. And every other
association long-term during a |ong neet, projects
the current surplus -- establishes it as an integra
part of the purses earned during that neet.

Capitol's failure to do so
significantly and continually understates where the
purses stand -- purses -- purses earned -- and it
puts the horsenen -- it always nekes the horsenen
| ook like they're much nore in debt than they are.
And it puts themin a bad negotiating position with
Capi tol .

And their present accounting for
SCOTW NC surpluses for interimperiods is not in
accordance with generally accepted accounting for
horse racing insofar as purse accounting.

If you have questions, |I'd be happy to
try to respond.

COW SSI ONER SHAPI RO M. English, what |
woul d suggest is that, if you and M. Bardis can mneke
your positions on each of these issues very clear so
that they can be addressed by John Reagan of the

CHRB -- |I'mnot an accountant. | think M. Reagan is
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very capabl e.

MR. ENGLISH: Well, in ternms of -- in terms of
the accounting for purses, | nean it's sonething
that's i ndustrywide. M. Reagan can be --

COWM SSI ONER SHAPI RO: Agai n, | think that
what would help us -- and it would certainly help
me -- is that if you will clearly state what the
i ssue is, what your position on that issue is, and
what is inproper about each and every account that --

MR. ENGLI SH: Yeah. Well, | think that the
purse accounting is not in conpliance with what's
done in the industry. They don't reflect the current
portion of the --

COW SSI ONER SHAPIRO: M. English, I'mtrying
to ask you if you would put it in witing --

MR ENGLI SH: | agree.

COW SSI ONER SHAPI RO -- so that -- so that
M. Reagan can review it and advi se the Board.

And | offer the sane thing to
M. Bardis. GCkay? And | think what we need to have
is alist of what those issues and clains are, |et
John Reagan review them seek answers from Capitol
Qur sole goal is to make sure that the horsemen have
got every dollar they're entitled to get. W're

not -- we want to nmake sure that all the accounting
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is correct.

It was ny understanding that -- other
than this one issue, it was mnmy understanding that
there had been an oral agreenment between the
associ ati on and the horsenen, which -- | had been
repeatedly told that, "Yes. It was always agreed

to. If that's an error, | certainly want to know
about it.

So all | can do at this point is to
suggest -- "Let's get each of the issues in one
writing on the table. Let our staff look at it. And
let's try to get to the bottomof it and get to the
answer on each and every issue.

MR, ENGLISH: Certainly. [1'd be happy to
cooperate

A separate issue -- earlier, when you
tal ked about the harness dates about the racing in
Pomona -- speaking for Los Alamitos, there would be a
si gni ficant inpact when you have racing dates --

COWM SSI ONER SHAPI RO: | don't think that
we' re tal king about that now. We're -- we've
deferred that. W' re not considering --

MR. ENGLI SH: But you nentioned --

COWM SSI ONER SHAPI RO:  -- that issue.

MR. ENGLI SH: You nentioned that there will be
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nmeetings of the date -- |I'mjust asking that quarter
horses be invited to present sone information as to
what's happened in the past where harness racing
wasn't benefitted --

COW SSI ONER SHAPIRO | think that, at that
nmeeting, that will be a tinme for everybody to provide
comment to whether or not they feel it is beneficia
to the industry. That nmeeting is to try and just
ferret through where the horsemen want to race -- the
harness horsenen -- what are the proposals that are
bei ng made to the harness horsenen.

Then we can reviewit. W will bring
it back here, and it will be open to comment and
hearing all those issues.

MR. ENGLI SH. Thank you.

CHAIR HARRI S: Thank you.

Okay. Well, let's -- is there -- |
don't think there's going to be action that we're
going to do on this item |It's going to be
contingent on reports we get back fromour staff; so
I think we need to nove it al ong.

MR. NEUMEI STER: M. Chairman, | just want to
clarify one short point. | don't want to m slead M.
Shapiro or the Board in any way with regard to the

agreenent that the horsenen had with Capitol on this.
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This was a one-tinme deal. It's not |ike we discussed

this every year.

It -- when the legislation ran,
that's -- we felt that was the best way to handle it.
It's gone on that way ever since. | -- it's not

sonmething that's conme up every year or that we've
renewed every year.

It's just an understanding. And the
reason M. Kenney can honestly say he never knew
about it is because it was -- it sounds like a big
itemnow, but at the time it was very insignificant
and really should be the entire purse pool. And |
don't think it was ever discussed again. |It's just
been in place ever since.

COW SSI ONER SHAPIRO:  It's unfortunate it was
sloppy. It -- it should never happen again.

MR. NEUMEI STER:  Yes.

COWM SSI ONER SHAPI RO But let's get to the
bottom of it.

MR. NEUMEI STER:  Yes.

COW SSI ONER SHAPI RO | want the people to
get the noney that they're due.

MR. BARDIS: M. Chairman, 1'll be happy to
nmeet -- |1'Il be very happy to neet with John, put

things in witing, identify "em--
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COW SSI ONER SHAPI RO:  Appreciate that.

MR, BARDIS: One quick thing -- and |'ve been
ki nd of destructive. |'d like to be constructive for
one mnute. The purse pool in Sacranmento has been
reduced by 30 percent. The horsemen are stuck. They
really are. They can't pay their bills.

The -- 1've been told that the
exi sting amount of purses generated is al nobst taking
care of the purse pool. There is, as a result of
SCOTW NC, the -- they retain noney. And the anmount
they retain in a year is $3 mllion, of which
50 percent belong to the horsenen.

That anounts to $150,000 a month or
over -- yeah -- $150,000 a nonth. ADWretains a
hundred thousand dollars that -- and the pronotion
fund anmpunts to $30,000. That's $280,000 that could
be distributed nonthly in purses.

I would beg of you people to see that
that is distributed or even if you could assign those
accounts to the Horsenen's Association, they could
pl edge 'em for a | oan and generate nore purse noney
for these people who are starving.

Because, if you're going to put this
thing off for 30 days and another 30 days, while al

these funds accunul ate, while these people aren't
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paid, and all you' ve got is a big slush fund at the
end of the neet, you're not going to know what you're
going to do with it because you're going to be in the
mddle of litigation. Get these purse funds freed up
so the horsemen can exist. Thank you.

COW SSI ONER SHAPIRO. M. Bardis, | totally
agree -- if that is the situation, | will totally
agree with you. Okay? Al I'masking is that, if
there's all these different pools and there's an
awful 1ot of controversy over all these issues,
pl ease point it all out in witing.

We have terrific staff here that can
assist us through it. I'mtotally in favor of
hel pi ng hor senen.

MR. BARDIS: | appreciate that. |'monly
trying to accelerate the process so they can buy
their food and pay the rent and soon --

COWM SSI ONER SHAPI RO: Get the letter
tomorrow, then. Get the letter --

MR, BARDIS: |'ll be happy to do that. 1'I]
have it in John's office --

COW SSI ONER SHAPI RO.  Thank you.

MR. BARDIS: -- by Tuesday. Thank you.

MR BIERI: | will be brief. | would only ask

that M. Bardis and M. English put everything in

165



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

their letters to you. And the stuff they haven't

t hought of yet, today, then do in the next few days
so we can cone to a final conclusion of all of this
because it's a drain on everybody.

But the single best answer for getting
the horsenen's purses back up is to tell Los Al am tos
to act responsibly. Tell themto stop discrimnating
agai nst California harness horsenen. Tell themto
open that room back up, open the whole facility back
up, turn all the screens back on, and get us back to
where we bel onged to begin with.

If you want to know where it starts,
it starts right there, not here. Thank you.

CHAIR HARRI S: Thank you. W hear you.

Let's nove on. Next is a staff report
on Los Al.

MR. REAGAN:. Yes, Commi ssioners. John Reagan,
CHRB staff.

As indicated, included in the package,
we have a report fromthe Los Alanmtos nmeet. |It's
one that runs alnost all year long. And, as you can
see, they had a good neet this year. And | am
prepared to answer any questions you m ght have.

CHAIR HARRI'S: Yeah. | think that's

encouragi ng that they were up
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Any conmments on that?
(No audi bl e response.)
CHAIR HARRIS: Let's nmove al ong here.

Yesterday we had a neeting of the
Medi cation Conmittee, which is nmade up of Bil
Bi anco, Richard Shapiro, and me. And I'll just go
through a little bit of the agenda.

We di scussed the inplanting of
m crochi ps and feel that's an emergi ng technol ogy
that we need to pursue and work with the Jockey Cl ub
to see what the best state-of-art technology is and
how we can use it in California, although there
shoul d probably be a national program

We | ooked at retaining frozen sanples
for future analysis. W're working on a feasibility
study of how nmuch that will cost and how we
physically do it, the concept being that, if we
wanted to go back and investigating sonething that a
test has energed for, we could.

We | ooked at penalty guidelines for
Class 1, 2 and 3 nedication violations. And we're in
the process of assessing those. One of the concerns
is on shock wave therapy as far as how we're
nonitoring that. And there's m xed opinions on how

wi de use that is. But we're concerned about horses
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| eaving the ground and returning after receiving
shock wave therapy and how we can better nonitor
t hat .

We tal ked about the inspection of
vehicles in the restricted area, which is a right
that the CHRB has. Wen you drive in, you waive your
what ever amendnment it is that controls unfair search
and seizures -- it doesn't apply to vehicles in the
restricted area.

One of the issues we tal ked about was
the | abs specifications for Truesdail and UC Davis --
| ab specifications in general because our contract
with Truesdail cones up in June. Right now we, by
statute, send a third of the sanples to UC Davis.

You know, Davis is also involved in various research
projects on nedications.

But we need to take a | ook at what
we're going to do, going forward in June. W decided
to put it out -- put a request for proposals out.

And we woul d review our different options. | nean we
coul d conceivably do a interagency agreenent with UC
Davi s Maddy | ab absent a formal bid proposal

But | think we're going to take a | ook

at the options of doing it either way.

We | ooked at a plot -- arule to
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utilize plasma to determ ne Clenbuterol |evels.

There is concern that, if you gave plasma |V, that it
m ght not show up in a urine sanple, but it would
show up in a plasm or blood sanple. And that we're
adding a rule to enable us to use plasm for

Cl enbuterol eval uations.

We al so tal ked about the tine
identification of lab findings. Currently it is an
18-day period fromthe tinme a test is taken until, if
the test was positive, that the trainer has to be
notified. And | guess due to sone of the shipping
i ssues and that there was concern that the 18 days
wasn't enough, | think we agreed to raise that tine
wi ndow to 21 days.

And that would go be a new rul e that
the Board woul d consider at sonme point.

And we al so di scussed the formation of
a Medi cation Advisory Conmittee, which we've had
before, basically nmade up of any interested parties
in the industry. And we want to make sure that al
parties get involved init. It would basically be to
just track any nedication issues and alert the Board
of anything that they feel we should be pursuing.

So perhaps Ingrid or Richard or Bil

woul d have other things to add.
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COW SSI ONER SHAPIRO: No. | think you did a
pretty good job.

VI CE- CHAI R Bl ANCO  Yep.

CHAIR HARRI'S: Ckay. The next itemis the
report of the Pari-Mituel Comrittee.

Jerry?

COW SSI ONER MOSS: | thought we had a pretty
productive neeting yesterday. And John can junp in
whenever you feel like it. But we reviewed some
suggesti ons made by Ron Charles and John Quinn in
concert with the NTRA group and actually asked that a
couple of things to be started.

And so far the process of meking the
rules -- one of thembeing that to list, after -- on
a Pick 6 to list, after the fifth race, in a
sequence, the possible payouts so -- which has been,
for sone reason, not done over the |ast couple of
years. So we're going to try to heighten the
expectations and the excitenment of the players by
publicizing and printing and maki ng everyone aware
of -- excuse nme -- possible payouts.

And the other was in regards to Pick 6
or Pick 4 and even Pick 3 that, if a surface is
changed, we would have to go -- and it's ordained to

go fromturf to dirt -- that that race is considered
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a "no win" or "all win" situation, as | recollect.
And | think that's all we -- we processed and we can
nove on that.

We al so heard a presentation from M.
Castro in regard to the union position on certain
things in regard to the four-second delay, correcting
certain tickets that are perhaps m stakenly processed
so that they have four seconds after the race starts
to correct this.

There's been disputed testinony on
this because no other state has any anount of del ay
afforded it. And so this issue will be discussed
further at further neetings.

John, do you want to add anything?

COWM SSI ONER SPERRY: Well, there was also a
bri ef discussion relating to Pick 3, Pick 4, Pick 6
refundi ng nonies rather than autonmatically having the
bet fall over to the favorite of the race. And then
we had quite a | ong discussion --

COW SSI ONER MOSS:  Yes. And that was heavily
di scussed and still needs to be further discussed.

CHAIR HARRIS: So sone of these things are
going to nove forward as rul es?

COW SSI ONER MOSS: Yeah. Two of them are

al ready on the way to beconming rules. It will take,
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from what we heard, nine nonths to -- for these
things to happen. But at |east we can | ook forward
to them happeni ng.
CHAIR HARRI S: Thank you.

Anyt hi ng under "General Business" or

"O d Business"?
COW SSI ONER SHAPI RO | have one item under

"Od Business." It's been brought to my attention
that Bay Meadows -- and | don't know if anybody's
here from Bay Meadows -- is not conducting bi-carb
testing on all races.

When we approved their application,
when we were at Hol |l ywood Park, | renenber having a
quite a discussion with M. Liebau. W had been
gi ven assurances that all racing -- all horses would
be tested and that they woul d adopt the sanme program
that was currently in effect at -- | think it was
Santa Anita, but |'mnot sure -- but the rules that
Santa Anita had come out with.

They're not testing all horses. And
think that that is not what we agreed to. And
think it needs to be corrected. And I think it's a
bi g probl em

Their position is that they don't have

the -- their barn area is nmore difficult or facility
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probl enms. But, again, they told us and assured us
that that would be done, and it's not being done.

CHAIR HARRIS: Let's go back and --

EXECUTI VE DI RECTOR FERM N: | think they
said -- | think at one point that | recall them
sayi ng sonmet hi ng about they were going to do what
Hol | ywood Park did and that was only a couple of
races.

And | think they're -- what they're
doing is "shaking" themout. They're saying that --
and this is just -- has not been directly to ne --
but they have indicated that the receiving barn is --
the facility is such that it's difficult for themto
test all the horses.

COW SSI ONER SHAPIRO. | -- 1 had specifically
asked them because, if you recall, Santa Anita had
announced what procedures it would be using,

i ncl udi ng what penalties that they were | ooking at
for violations.

And at the neeting, | said to them
"Are you willing to adopt the sane policies and rules
that Santa Anita was?"

And M. Liebau said, "Well, gee, |
haven't seen the press release,” 'cause it had just

come out. And | believe that a representative of
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Santa Anita was there.
MR, COUTO  There -- Drew Couto, Thoroughbred
Omners of California.
That's correct. That were two
representatives of Santa Anita. The origina
di scussion you had with M. Liebau asked himif he
woul d do every horse.
And he -- | reviewed the testinony.
He said, "Perhaps not every horse.”
And you pushed himon it.
And the conclusion was "We will do
exactly what Santa Anita is doing."
COW SSI ONER SHAPI RO Ri ght
MR. COUTO "I haven't seen the press
rel ease," he said, "but | will do whatever Santa
Anita's doing" --
COWM SSI ONER SHAPI RO:  Ri ght
MR, COUTO -- "to protect the integrity" --
COW SSI ONER SHAPI RO And fol |l owi ng that
nmeeting, | spoke with "M ke Ziegler" (phonetic); and
then I saw Jack Liebau again and said, "Jack, you are
doi ng what you said you were doing; right?"
And that was confirnmed to nme that they
were. And as | understand it now -- maybe M. Couto

knows -- but | think they're only testing one or two
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races --

EXECUTI VE DI RECTOR FERM N:  Two races.

COW SSI ONER SHAPIRO:  -- is that right?

MR. COUTC  Two races. They're running --

EXECUTI VE DI RECTOR FERM N: Two races --

MR, COUTO -- races a day. Correct.

COWM SSI ONER SHAPI RO So we can --

EXECUTI VE DI RECTOR FERM N:  Cont act them and
i ndicate that the Board expects themto do all
hor ses.

CHAIR HARRIS: Yeah. | nean if it's possible.
| can't remenber. It seened like it was a little
gray, what they agreed to. But we could go back and
read the transcript.

COWM SSI ONER SHAPI RO:  Yeah.

COW SSIONER MOSS:  Clearly, it's not enough.
They' ve got to do nore.

COWM SSI ONER SHAPI RO: Yeah. | think they
need to do "em i ke everybody else. W're getting
some momentumwith this. They've al ready had one
positive up there. And unfortunately it seens that,
when there's randomtesting, the horsenmen know it
before the officials knowit. | don't know how, but
they seem-- it gets out there.

And | don't know if that neans they
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need to stable nore horses over at Golden Gate, to
clear out a barn, or what they've got to do. But
that was what we were told they would do.

EXECUTI VE DI RECTOR FERM N: |I'd be glad to
contact them

CHAIR HARRIS: Let's take a look at it. | f

that's what that they agreed to do, that's what they

shoul d do.

Anyt hi ng el se under General Business

or A d Business?
We' re adj our ned.

(Proceedi ngs concluded at 1:24 P.M)
--000- -
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REPORTER' S CERTI FI CATE

I, NEALY KENDRI CK, a Certified Shorthand
Reporter in the State of California, do hereby
certify:

That the February 17, 2005, regular neeting
of the California Horse Racing Board was hel d before
me at Arcadia City Council Chanbers in Arcadia,
California, and was taken down by nme in shorthand and
thereafter reduced to conputerized transcription
under my direction and supervision, and | hereby
certify that the foregoing transcript is, to the best
of ny ability, a true and correct transcript of the
nmeeting.

| further certify that | am neither counse
for nor related to any party to actions presented or
di scussed during this neeting nor in anyw se
interested in the outcones thereof.

I N WTNESS WHEREOF, | have hereunto

subscribed nmy nane this 7th day of March, 2005.

NEALY KENDRI CK
CSR 11265
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